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This trademark—symbol of 100 
years of steel plow progress—ap- 
pears on the moldboard of every 
Case Centennial Tractor Plow. 


Before 1837 there was no security for the 
settlers of the Midwest. Beneath their feet 
was a virgin soil, blessed with boundless fer- 
tility. But it was a “‘frozen’”’ asset. There 
were no plows that would work successfully 
—yet plowing is the fundamental of all 
agriculture. Without farming for a founda- 
tion there could be no trade, no towns, no 
manufacture, no banking. 

But in 1837, at Grand Detour, Illinois, its 
founder and leading pioneer, Major L. An- 
drus, with an associate, built a steel plow 
that scoured in the rich, sticky soil. The 
proving of that plow was the pivot point in 
the progress of the prairies. It restored con- 
fidence, created land values, surrounded 
the settlers with the sense of security. 


100 YEARS OF PLOW PROGRESS, 


CENTENNIAL TRACTOR PLO 


Celebrating Century of Security For ‘Fatming . 


Following the first few plows came the 
firm of L. Andrus & Co., which later was 
incorporated as the Grand Detour Plow 
Company, and in 1919 this original 
business, begun in 1837, became the plow 
division of the J. I. Case Company. 

Through allthis growth and evolution the 
Grand Detour-Case plow business never has 
made a major change in ownership or organ- 
ization in time of economic stress. In all the 
years since 1837 it never has skipped a pay- 
roll. Let that record speak for itself as to 
security of employment, of investment, and 
of stability in service to dealers and users of 
Grand Detour-Case products. 

Now, on the eve of celebrating a hundred 
years of plow progress, Case announces the 


CENTENNIAL tractor plow. As banker 
you need not bother with its details. Suffic 
that it has stamina for modern high-speed 
power. . . superior performance with marked 
savings in power and maintenance cost... 
durability for longer life, easier amortw 
tion and higher resale value. The CEN; 
TENNIAL plow is the blending of th 
oldest and the most modern into the latest 
product of the Case line of 77 modern farm 
machines. 

For your customers who use Case m4 
chines, and for Case dealers, we bespea 
such consideration as befits their connectiom 
with a century of security and 100 years 
plow progress. 

J. I. CASE CO., Racine, Wis} 


GRAND ott ama 
DETOUR 
fis SE | 
1837. 
Bx 
thes 
q is un 
ms. 
“mu 
actu 
over 
using 
poss 
adde 
and 
the 
it ca 
mor 
tinu 
opp 
thra 
incr 
Just 
of 
wis 
po 
A to 


Alvan Macauley 


Curb Government Spending 


LFRED P. SLOAN, JR., president 
A of General Motors Corporation, 
finds that a number of sound, con- 
structive influences continue to improve 
the automobile business, but he believes 
that another factor—Government ex- 
penditures to boost purchasing power— 
isundesirable and should be terminated. 
“Constructive enterprise sponsored 
by private initiative,” says Mr. Sloan, 
“must be substituted for boondoggling, 
actuated by political consideration, and 
paid for not only by the taxpayer but by 
every individual consuming goods and 
using services. And that is entirely pos- 
sible whenever it is desired to make it 
possible. 

“Every day of delay simply means an 
added burden carried into tomorrow, 
and the future. Irrespective of how great 
the resources of any nation may be. . . 
it cannot continue indefinitely to spend 
more than it collects. It cannot con- 
tinue indefinitely to lower the ceiling of 
opportunity for constructive enterprise 
through the influence of a continually 
increasing indebtedness. And that is 
just what is being done at present.” 


America’s Responsibility 


NicHoLAS Murray BuTLer, president 
of Columbia University, reports: “Many 
wise students and observers of public 
policy are of opinion that the power of 
Many governments to borrow will prob- 
ably be ended during the year 1937, and 
that unless measures are taken at once 
to deal with this world-wide economic 
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A Challenge to False Utopias 


We are confronted in this country with the spread of com- 
munism. Many of the factors acting today as a deterrent on 
business and industry are socialistic in form and character. 
Contrasted with these conditions, is the automobile industry’s 
success in stimulating buying, increasing employment, stabiliz- 
ing employment, raising wages and sharing other benefits with 
all employees. These factual accomplishments should stand out 
as highly significant and worthy of the thoughtful study of the 
American people. The automobile industry’s record may be 
pointed to as one implicit with the system which has given this 
country prosperity and its high standard of living. It is once 
again demonstrating the aims of industry to treat fairly and 
humanely its factory workers. It is a challenge in practical re- 
sults to communism and socialism, to false Utopias—ALVAN 
MACAULEY, president of the Automobile Manufacturers Asso- 
ciation and of the Packard Motor Car Company. 
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situation there may be tragic results of 
great magnitude.” He thinks that the 
United States, as the world’s greatest 
creditor nation, should take the lead 
and, without delay, call an international 
conference before the power of the gov- 
ernments to raise credit is ended. 


World Conference 


Str GEorGE Parsu, British economist, 
who received world-wide publicity as 
the first to forecast the “great depres- 
sion”, declares that unless the world 
pulls itself together in the very near 
future “there will be complete collapse 
of world trade and, following it, chaos.” 
He urged a world conference to make a 
“real” effort to solve present problems. 


Improved Credit Conditions 


Marriner S. Ecctess, chairman of the 
Board of Governors, Federal Reserve 
System, considers credit conditions 
good. “There is a gradual increase in 
bank loans and investments,” he says, 
“that is, exclusive of the purchase of 
governments, of course. For a long time 
this was decreasing. That is always a 
favorable trend in recovery—an indica- 
tion of recovery.” 


Housing Progress Abroad 


RosBert F. WAGNER, United States 
Senator from New York, has returned 
from England and Ireland with high 
praise for the housing programs of those 
countries, and predicts that his Housing 
Bill, which will be submitted to Con- 
gress at the next session, will be passed. 
Says the Senator: “I will submit my bill 


again at the next session, and I feel sure 
it will pass, because it is one of the most 
important legislative needs in the coun- 
try today; perhaps the most important.” 


The Constitution 
STANLEY REED, Solicitor General of the 
United States, believes that time will 
prove the flexibility of the Constitution 
and make it ‘“‘as adequate for the prob- 
lems of today as time has shown it has 
been adequate to meet the difficulties of 
the past.” 


Fighting in Spain 

WaLtTeER W. S. Cook, professor, New 
York University, on his return from 
Spain said: “Whichever side wins, 
Spain is ruined for a generation. Her 
monuments are destroyed, business is 
wrecked, and there will be great internal 
strife and discord until a military dic- 
tatorship is set up and the country is 
given a little peace.” 


Convertible Bonds 


J. F. T. O'Connor, Comptroller of the 
Currency, says he will insist that na- 
tional banks be forbidden to acquire 
bonds convertible into stocks and bonds 
with stock warrants attached for specu- 
lative purposes. “I do not expect to 
change my stand”, says the Comptrol- 
ler. ‘We cannot afford to return to the 
old days of speculation.” 


The Fiddler to Pay 


Cart P. DENNETT, chairman of the Na- 

tional Economy League, thinks that 

“our national insecurity lies primarily 
(CONTINUED ON PAGE 5) 
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“What will become of my wife 
...if I live?” 


HERE are two important questions for a 
married man to ask himself. Yet many ask 
only one. 

They ask “What would become of my wife if I 
should die?”—and answer the question wisely with 
insurance. But they fail to ask “What will become 
of my wife if I live?”’—or they fail to realize that one 
question should be answered as wisely as the other. 

All about us we see old people dependent on 
others . . . people who could have bought themselves 
security on easy terms. Just as you can do. 

Yes, any man with ten or fifteen years of earning 
power left—even a moderate earning power—can make 
a financial success of his life. A representative of 


INVESTORS SYNDICATE 


Established 1894 
Living Protection... everyman's road 
to financial security 


Investors Syndicate can show you just how this 
can be done. 


Let him explain the Investors Syndicate plan of 
Living Protection. Let him show you how little you 
need set aside each month to acquire $5,000, $10,000, 
$25,000 or more. 


Ask him to show you how your interests will be 
protected—by an institution which for nearly half a 


century has enjoyed the endorsement of authorities 


in sound finance. 
See him at once. Meanwhile write Investors Syn- 


dicate, Dept. B-69, Minneapolis, Minn., for a copy 


of a booklet that every married man should read— 


A New Plan of Life. 


Investors Syndicate agency offices 

in 152 leading cities, including: 
New Yorkj . Boston . Philadelphia - 
Atlanta . Washington . 


Kansas City . Denver - 


Toronto* . Montreal* . Vancouver* 


Home Office: Minneapolis, Minn. 
Affiliated Companies: {Investors Syndicate 
and Guaranty Company, New York 
*Investors Syndicate, Ltd., Canada 
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ORIGINAL TOAD LANE STORE, ROCHDALE. 


The pioneer cooperative store was | 


the Toad Lane store at Rochdale, in | 


the mill district of England. This was 
in 1844 and the society was composed 
of 28 poor weavers. It expanded in the 
next 50 years until it had 19 branches. 
Its activities included teaching, 
building of houses, maintenance of a 
large reading room, and the sale of 
every type of article on a profit-shar- 
ing basis. 


The subject of cooperation, in its numer- 
ous forms, is more than a century old, and 
its literature is extensive. The catalogue of 
the New York Public Library, for example, 
contains approximately 2,500 cards under 
the listings Cooperation” and ‘“ Coopera- 
tive”, representing books, pamphlets, pro- 
ceedings of cooperative societies, etc. They 
are printed in many languages, including 
English, Italian, French, German, Swedish, 
Danish, Spanish and Dutch. 


Cooperation in Agriculture, published by | 


the Farm Credit Administration, Washing- 
ton, provides a ready reference to available 
studies in that particular field. This is a 
bitliography, with special reference to mar- 
keting, purchasing and credit. It lists nearly 
a thousand of the more important sources of 
information on agricultural cooperation. 

A few representative publications dealing 
with cooperation are: THE LEGAL STATUS OF 
AGRICULTURAL CoopEeRATION, Edwin G. 
Nourse (Macmillan, 1927); CoopERATIVE 
DEMOcRACY THROUGH VOLUNTARY AsSO- 
CIATION OF THE PEOPLE AS CONSUMERS, 
James P. Warbasse (Macmillan, 1936); 
Economic AND Lecat AsPEcTs OF Com- 
PULSORY PRORATION IN AGRICULTURAL 
MaRKETING (Giannini Foundation of Agri- 
cultural Economics, 1933); GovERNMENT 
BY CooPERATION, Emerson D. Fite (Mac- 
millan, 1932); THe GRANGER MOVEMENT, 
Solon J. Buck (Harvard University Press, 
1913); THe History oF COOPERATION, 
George J. Holyoake (Dutton, 1906); Co- 
OPERATION IN THE UNITED STATES, James 
E. Boyd (Grain Dealers National Associa- 
tion, 1925); ORGANIZED Bustness LEADER- 
sar, Merle H. Thorpe (Harper, 1931); 
Cooperative Russell Sage Founda- 
tion, 1914; Cooperation: ITs PROBLEMS 
AND Possrpruities, A. H. Enfield (Long- 
mans Green, 1927); THe COOPERATIVE 
Movement, John Hamilton (The Plebs 
League, London, 1924). 

“The Cooperative Revival”, on page 22 
of this magazine, offers a timely discussion 
of the movement. 
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ONSIDER the investment problem of the 
“average community” banker. Within an 
hour’s drive are most of the properties on which 
he holds mortgages or loans. Regularly, possibly 
daily, he meets most of the townsmen whose notes 
he holds. From his own desk, he can see the town’s 
manufacturing and mercantile establishments — 
the enterprises in which he has funds invested. 


Supervision of these investments is largely a matter 
of personal contact. The significance of local 
events is easily interpreted, their effect upon the 
bank’s investments easily evaluated. Not so, how- 
ever, with other types of loans—the bond port- 
folio—which represents his bank’s share in the 
loans someone else has made. 


Industrial developments in a laboratory two thou- 
sand miles away . . . fluctuations in the monetary 
system of some foreign power . . . crop failure on 
plantations deep in the heart of another continent 
... highly intricate new tax laws, social and eco- 
nomic policies of a nation... these and a thousand- 


** But Main Street is such a tiny part of the World!” 


and-one other factors must be studied, analyzed, 
interpreted, acted upon. 


That is why, when your bank subscribes to Moody's 
Supervisory Service, a sizable group of mature 
investment specialists will be required to watch 
every factor affecting your portfolio. 


Literally keeping their eyes on the world, these 
specialists will constantly point out weak spots in 
old investments, constantly search out opportu- 
nities for new investments. And a Personal Coun- 
sellor will apply the findings of Moody’s Staff to 
your specific requirements, helping you achieve 
a portfolio that represents the utmost in income, 
liquidity, safety. 


Why not let us explain, to you or your directors, 
how Moody’s Supervisory Service has helped so 
many American banks — not only in times of stress, 
but as a continuous service, year after year... and 
at a fee you can easily afford. Your inquiry in- 
volves no obligation. 


Moopy’ss INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 


105 West Adams Street, Chicago 
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in the fact that we are being led swiftly 
and surely toward repudiation, confisca- 
tin and even revolution. Common 
sense tells us that the Federal Govern- 
ment cannot spend twice its income 
without disaster. Yet for four years the 
Treasury spent $2 for every $1 taken in, 
regardless of the heavy increases in 
taxation, and the end is not yet in 


sight.” 
American Isolation 


Ropert W. BrncHAM, American Am- 
bassador to Great Britain, says that ef- 
forts toward friendly understanding 
among English-speaking peoples are al- 
ways desirable, but that “we must 
realize that these efforts apply only to 
cultivating friendly understanding and 
comprehension. The people of America,” 
he adds, “are resolute in their deter- 
mination to avoid any form of commit- 
ment anywhere which would tend to 
draw the United States into war. We are 
determined to live at peace, if possible, 
with other nations. We are equally 
determined to protect ourselves, might- 
ily and successfully, against aggression 
from any source whatever.” 


Railroad Progress 


L. W. WALLAcE, Director of the Divi- 
sion of Equipment Research of the As- 
sociation of American Railroads and 
long prominent in railway engineering 
circles, declares that “the railroad in- 
dustry stands on the threshold of one of 
the most active and fruitful eras of its 


history.” Research looking to economy, 
efficiency, comfort, dependability and 
safety are to be the means of accom- 
plishing this. He cites as an example the 
fact of the expenditure during the worst 
economic depression of national history 
of something like $40,000,000 for the 
air-conditioning of railroad passenger 
cars. 


Local Relief Task 


FIoRELLO H. La Guarpra, Mayor of 
New York, says: “It is our belief that 
by increasing W.P.A. quotas throughout 
the country so as to give work to all 
employable relief cases the present sit- 
uation, so far as the responsibility of the 
United States Government is concerned, 
will be adequately met. States which 
have up to now refused to appropriate 
the required relief funds for the care of 
the unemployables must take action at 
once. These states ought to know by 
now that the Government will no longer, 
and we do not believe it should, provide 
funds for direct relief.” 


Commodity Exchange Control 


On September 13 the third of the Gov- 
ernment’s acts to prevent manipulation 
and restrict speculation on the great 
trading markets of the country goes 
into effect. It is the measure known as 
the “Commodity Exchange Act,” a 
companion piece to the Securities Act of 
1933 and the Securities Exchange Act 
of 1934. 

The new law brings under the control 
of Washington all trading in futures in 
cotton, rice, mill feeds, butter, eggs and 


THE CONVENTION CITY 


At San Francisco, where the Annual Convention of the American 
Bankers Association will be held September 21-24, the world’s largest 
bridge is nearing completion 
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WIDE WORLD 


BALTIMORE 


A Stronghold of 
Stability 


Baltimore is firmly rooted in the 
distant past. It has grown solidly and 
gradually as the nation grew and 
developed. Its tradition is conserva- 
tive, substantial. It distrusts ex- 
tremes, is wary of artificial values. But 
it is quick to recognize sound enter- 
prise, alert to welcome and 
encourage it. 


MARYLAND 
TRUST COMPANY 
Backing the Business that Builds 

BALTIMORE 
Member of the Federal Reserve 


System and of the Federal Deposit 


Insurance Corporation 


BANK 
AUDITS 


v 


DIRECTORS 
EXAMINATIONS 


v 


J. F. MEREDITH 
and Company 


50 Church Street 
NEW YORK CITY 
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ndustrial, commercial, and 
financial management is put 
to the test not by every day 
fair weather problems, but 


by unexpected and unusual 
events. 


Sound bank management 
prepares for operating emer- 
gencies by laying plans that 


prevent the emergency from 
arising. 


You may best avoid difficult 


situations in the collection 
of your out-of-town items 
by taking advantage of the 
facilities this Bank has to 
offer. 


PHILADE 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 


Member of the Federal Deposit Insurance 
Corporation 


LPHIA 
NATIONAL BANK 


NEW RESERVE POST 


Ronald Ransom, of Atlanta, has been 
appointed vice-chairman of the Board 
of Governors of the Federal Reserye 
System. The office was created by the 
Banking Act of 1935 


Irish potatoes, as well as in wheat, com, 
oats, barley, rye, flaxseed and grain 
sorghums covered to some extent by the 
old Grain Futures Act. 

The law provides for the registration 
of all commission merchants and bro- 
kers handling orders in these commod- 
ities; for the approval or “designation” 
of contract markets; and for the estab- 
lishment by the Secretary of Agricul- 
ture, under broad and somewhat arbi- 
trary powers, of regulations placing 
restrictions upon the use of margin 
moneys by commission firms, to limit 
individual speculative holdings and to 
require both members of exchanges and 
non-members dealing therein to keep 
records of their trading, open all books 
and records of the exchanges to Federal 
inspection, and to prevent such prac- 
tices as “wash sales”, “‘cross trades”, 
“puts”, and “calls”, and otherwise do 
away with “bucket shops” and similar 
abuses. 

Eventually the new act is expected to 
modify trading practices which have 
been developed over a period of more 
than 75 years. It is doubtful, however, 
if the full machinery of the system will 
get into operation for some time. In the 
first place, administration of the Act is 
crippled by a lack of funds, since Con- 
gress failed to make the necessary appro 
priations. In the second place the regula- 
tion of trading in commodities other 
than grains is entirely new. Grain trad- 
ing was partly brought under control 
under the old Grain Futures Act. 

When it comes to dealing with such 
important commodities as cotton, but- 

(CONTINUED ON PAGE 11) 
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There’s ONE favor no friend should ask 


Too OFTEN the man who is required to provide a surety bond “A ForMatirty,”’ FRIENDS Top Hine... - But He SiGNED His DEATH WARRANT 
as executor, administrator, guardian, trustee or receiver, thinks 
> 


ae : ! they asked his signature on a surety bond. Later, when he had 
first of his friends. Too often he asks a friend to lend his good to meet the claims against them, he went into bankruptcy, felt 


name, to pledge his property, his future hopes of prosperity, himself disgraced, ended along and honorable career in suicide. 
the security of his home and his family against unforeseen 4 pay ar 60....A Victim FOR $300,000 AT 80 
events through years to come. And too often the friend signs. Twenty years before, a prominent Chicago man had signed a 


guardian's bond for a friend. Now, with the funds lost through 
A Poor MAN SIGNED AWAY THE FORTUNE He Was LATER TO ACQUIRE unfortunate investment, the signer at 80 years of age, long past 


Fifteen years ago two wealthy men signed a bond for a friend the time when he might recoup, paid $300,000 for his friendship. 
appointed trustee for an estate. A third signature was needed, , hint . ' 


ome. mean more to you than the few dollars a corporate bond will 


cost.”” Such responsibility is for a bonding company like the 
Last year, after the trustee had converted the funds to bis Maryland. In every state in the Union, in Alaska, Canada, 
own use, the three signers were called on to make good. The : : = 
x : Cuba, Puerto Rico, the Canal Zone and Hawaii, a telephone 
two wealthy friends had lost their money. The poor man had ‘ 
made a fortune... only to have it snatched away because of call to the nearest of the 10,000 Maryland agents will clear up 
the favor’ he had done a friend fourteen years before. the whole problem for the man who requires surety bond. 


THE MARYLAND 


MARYLAND CASUALTY COMPANY * BALTIMORE «+ SILLIMAN EVANS, PRESIDENT 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract...Check Alteration and Forgery... Depository... Fraud 
P ublic Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler... Elevator 
Accident and Health... Fly Wheel... General Liability... Plate Glass... Electrical Machinery... Sprinkler Leakage... Water Damage... Workmen’s Compensation. 
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MEMORANDUM OF SETTLEMENT 


Date 


LOAN GRANTED TO MR. 
MAIL BOOK TO 


Shown here are a few of th 
forms that are helping to build 
small loan departments into a 
major source of profit in banks 
from coast to coast. 


matter what the size of your bank 


SMALL LOANS CAN 
BE PROFITABLE 


HERE’S a small bank in Kentucky that 

realized 85% of its total profit last year from 
personal loans. And there’s a huge institution in 
New York, with branches and correspondents 
throughout the world, whose personal loan de- 
partment has been exceedingly active and profit- 
able for over 10 years. 


Whether you operate in Wall Street or Main 
Street, your bank can increase its strength and 
earning power by putting a Kardex Visible Per- 
sonal Loan System to work. In addition, it is 
being used successfully to collect charged-off 


commercial loans. The beauty of this system is 
the compact control it gives you from the time 
the loan is extended until the moment it is paid 
up. The complete case history of every loan and 
every borrower is available instantly. Moreover, 
bright colored signals in the visible margins in- 
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CORRESPONDS, TO 


dicate which payments have been made. De- 
linquents automatically stand still and spot 
themselves at a glance. No separate collection 
record is necessary—no moving of cards to in- 
dicate those paid. Follow-up dates are signalled. 
Co-makers promptly notified. 


Posting is reduced to a bare minimum, yet with- 
out loss of detailed information. Handling at the 
paying window is speeded up. Numerical, alpha- 
betical and cross-reference finding is fast and 
sure. The task of daily proving becomes simple. 


A Specially-Designed Personal loan 
System for your Bank 


No matter what the size of your bank, Reming- 
ton Rand can hand-tailor a system that will meet 
your own special requirements. There is nothing 
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| Remington Ran 


Dollars, 


inflexible about this system. It applies equally 
well to machine posted or pen-posted methods. 
And because the volume of small loan business 
varies from community to community, because 
habits of repayment of loans are different in one 
part of town than they are in another, because of 
many other variable factors, Remington Rand 
offers you the services of experienced banking 
specialists in the study of your small loan 
problems. A phone call to your local Remington 
Rand man will bring full details, or mail the 
coupon if you prefer. 


REMINGTON Ranp INc. 


Bank Department, B-19 
465 Washington St., Buffalo, N. Y. 


Gentlemen: 


Please furnish me with the full particulars of 
= Kardex Visible Personal Loan System — 
understand this places me under no obligation. 


MAIL 
COUPON 
TODAY 


Name 


Bank 


Address 


City 


Degotiable ang date for 
seve 
ving 
= | W 
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HE swinging right, from 

floor to chin, is a use- 

. ful item in closing an 
argument. 

But the boxer who has only a 
right is likely to be worn down 
by the opponent with a constant, 
skillful left jab. 

In business and in banking, too, 
the constant repetition of light 
thrusts is effective preparation 
for the closing of the sale—the 
landing of the contract —the ac- 
quisition of the new depositor or 
trust prospect. You can’t depend 
on right swings — finishing 
punches—all the time. 

So, in building up the good 
will of public and customers for 


your bank, don’t forget you have 
a left hand. You can’t save the 
city’s finances every day. You 
can’t inaugurate new departments 
or start new branch offices or 
elect new board members or new 
officers every day. 

But every day of the year— 
and every hour of the day—you 
can be repeating scores of times 
the impressions that create good 
will: friendly, intelligent acts by 
tellers and other employees; the 
use of attractive, well designed 
checks, letterheads, and other 
stationery. Bank stationers of 
high standing—whose lithography 
and die-stamping reflect credit on 
you and on them —are valuable 
allies in building and keeping 


public good will for your bank. 


This advertisement is sponsored in the interests of better relations between banks and public by 


THE INSTITUTE OF 
BANh STATIONERS 


120 WALL STREET, NEW YORK 
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(CONTINUED FROM PAGE 6) 


ter, potatoes and the like, the authorities 
are likely to feel their way rather gin- 
gerly. However, it is generally expected 
that among the immediate results of the 
new control will be more rigid margins, 
since commission houses must hereafter 
keep all margin moneys in a separate 
fund. Early restrictions upon the vol- 
yume of individual trading also are an- 
ticipated. The arbitrary and ill-defined 
power over the private business of in- 
dividuals given the Commodity Ex- 
change Commission—consisting of the 
Secretaries of Agriculture and Com- 
merce and the Attorney General—in 
this connection is considered one of the 
most serious objections to the entire act. 
Exchange managers and dealers expect 
a gradual development of the Com- 
modity Exchange control along lines 
similar to those followed in the S.E.C. 


Labor Regulation 


The new act of Congress imposing 
wage and hour restrictions upon firms 
bidding for business of the Federal Gov- 
ernment goes into effect September 28. 
After that date manufacturers or deal- 
ers bidding for Government business 
must agree, among other things, tomain- 
tain an eight-hour day, a 40-hour week, 
use no child or convict labor, provide 
sanitary and safe working conditions 
for employees, and pay minimum wages 
prevailing in the territory. This seems 
arather ambitious program. Practically, 
it is apt to be of limited effect since the 
regulations do not apply to goods which 
may be bought in the open market. 
Nevertheless, the law offers an oppor- 
tunity to set up new machinery in the 
Department of Labor which can pub- 
licize the manufacturer-labor relations 
involved in Government contracts and 
labor seems to think it is a good thing. 


Non-Member Reserves 


A rough survey indicates that it will 
take months to determine whether 
state banking departments will increase 
the reserve requirements of non-member 
banks under their jurisdiction to cor- 
respond with the increase in the require- 
ments imposed upon institutions in the 
Reserve System. There are few, if any, 
states in which the state banking au- 
thorities clearly have the authority to 
raise reserve requirements for any pur- 
pose, much less for controlling the 
Volume of outstanding bank credit. It is 
generally realized, also, that while such 
4 step would ostensibly put the non- 
member banks upon a competitive level 
with member banks the actual results 
would be far different. 
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Ask the men who tilmed 


Jack L. Warner 
Vice President in Charge 
of Production 


Mervyn LeRoy 
Director of 
“Anthony Adverse” 


wa a picture! And what 
super-job of making! 

But Warner Brothers have 
long done big things in a super- 
lative way—so naturally they 
are Dictaphone-e quipped. 

And no single demonstration 
of Dictaphone’s usefulness, they 
tell us—not even the one which 
first showed them the usefulness 
of the equipment—has been 
quite so impressive as the off- 
stage part that Dictaphone played 
in whipping this great new epic 
into shape. 


Dictaphone Sales Corporation, 
420 Lexington Avenue, New York, N. Y 


f 
Hal B. Wallis 


Associate Executive in Charge 
of Production 


Sheridan Gibney 
Author of 
Screen Play 


And that’sthekeytoDictaphone’s 
soaring success. You can’t double 
the number of your key men 
just because the load suddenly 
doubles. But with Dictaphone, 
executive ability to get things 
done is automatically doubled. 

This simple truth will prove 
itself in your office, too. All 
we ask is the opportunity to 
show what the Dictaphone will 
do for you. Send for the booklet 
mentioned below. Then send 
for a man from the nearest 
Dictaphone office. 


BK-9 


In Canada—137 Wellington Sr., West, Toronto 


wor 
both the pra: 


decorative stan 


I want to see your representative. 


Please send me my copy of “What's An Office 
Anyway?” 


Company .. 


| 
| 
4 
4 
| 
f 
| 
* 
The Trend To DICTAPH O N E Sweeps On 
Available in either the | 
Desk or De Luxe Cabinet : 
| \ Models, Dictaph “x fits i 
| ¥ into any executive i 
ctical and : 
dpoints : 
* The word DICTAPHONE is the Registered Trade-Mark of Dictaphone Corporation, Makers of Dictating Machines and Accessories to 
which said Trade-Mark is Applied. 
ll 


HIGHLIGHTS 


on America’s greatest market 


NO OTHER American business area buys as much as New York State. 
Detailed knowledge of a large part of this great market is a natural asset 


of the Marine Midland banking offices located in 29 cities and towns. 


Marine Midland banks have served their communities for an average 
of over 50 years. Their counsel can be unusually helpful to customers 


located in New York State, and to those located elsewhere. 


MARINE MIDLAND 


BANKS 


RESOURCES OVER $450,000,000 


MARINE MIDLAND BANKS ARE LOCATED IN 
NEW YORK CITY BUFFALO ROCHESTER BINGHAMTON NIAGARA FALLS TROY 
JAMESTOWN WATERTOWN LACKAWANNA LOCKPORT OSWEGO N. TONAWANDA 
BATAVIA ENDICOTT CORTLAND JOHNSON CITY TONAWANDA MALONE 
ALBION MEDINA EAST AURORA CORINTH PALMYRA AVON 
ALEXANDRIA BAY WEBSTER MIDDLEPORT SODUS SNYDER 


Inquiries should be addressed to Marine Midland Trust Company, New York City 
or to Marine Trust Company, Buffalo, N.Y. 


Members Federal Deposit Insurance Corporation 


SUMMERVILLE 


TEXAS 


Miss Janice Jarratt of San Antonio has 
been named “Sweetheart of the Texas 
Centennial.” In the picture she is being 
congratulated by John K. Beretta, pres- 
ident, National Bank of Commerce, San 
Antonio, one of many bankers promi- 
nent in the state’s celebration 


Reserves of member banks are de- 
posited with the Reserve banks and are 
thereby taken from the available credit 
of the member banks. Reserves of non- 
member banks, however, are usually 
maintained either in the form of vault 
cash or in deposits in other banks. For 
many reasons it is undesirable that the 
amount of vault cash held by the banks 
be materially increased. The result is 
that an increase in the reserves of the 
non-member banks will mean an in- 
crease in their deposits in other banks, 
thereby increasing the lending power of 
the latter. Prima facie, banks in certain 
classes could largely minimize any in- 
crease in required reserves by merely 
exchanging deposits. 

Reserve requirements in some of the 
states are based upon intricate sched- 
ules which offer a splendid opportunity 
for complications by any attempt at con- 
trol of bank funds for purposes other 
than safety. The prospect is that non- 
member state banks as a class will be 
allowed to pursue their accustomed way 
on the basis of present required reserves. 


Employment Trails Recovery 


The American Federation of Labor 
thinks “a better Fall retail season than 
any since 1929 is expected and orders to 
manufacturers should create many jobs 
and raise workers’ buying power.” How- 
ever, it tempers the prediction with the 
statement that “re-employment is not 
keeping pace with recovery” and “if 
recovery is to put the present unem- 

(CONTINUED ON PAGE 14) 


BANKING 


13 
| 
. | 
| 
| 
| 
| 


This Light Can Save 
5000 Lives a Year 


And it can save the suffering caused by more than 80,000 unnecessary accidents; 
it can prevent an annual economic loss of more than $180,000,000—death, injury, 
waste that are the result of preventable night accidents. This fearful toll can be stopped 
by the adequate lighting of the primary highways of the nation. 


Already the golden-orange, danger-dissipating light of sodium lamps is lifting the 
terror that lurks on dark roads. As these lamps illuminate more and more miles of 
highway, they will save thousands of Americans otherwise doomed to meet injury or 
death in night accidents. Sodium lamps are among the latest of the many aids to safety 
to which the General Electric Research Laboratory, in Schenectady, has made important 
contributions. 


But research in light is only one of the many fields in which G-E scientists are helping 
you. The new manufacturing methods which they have developed have reduced the 
price you pay for necessities. The new products they have provided have stimulated 
industry, have created new employment, have raised the living standard of the nation. 


G-E research has saved the public from ten to one hundred dollars for 
every dollar it has earned for General Electric 


GENERAL @ ELECTRIC 
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—This quantity, valued at approxi- 
mately $75,000.00, is carried for 
the sole purpose of meeting the 
demands of our customers prompt- 
ly, whether the order be large or 


small .. . just another example of 
REAL service. 


We buy this paper in carload 
quantities direct from manufactur- 
ers... at a saving which is passed 
on to banks. 


We maintain at all times large 
stocks in all standard sizes and 
colors of 


DELUXE DOUBLE DIAMOND 


and 
La MONTE NATIONAL 


SAFETY PAPER 


No waiting for stock to be ordered from 
jobbers . . . no expensive "partial" ship- 
ment ...no necessity for ordering large 
quantities of checks to obtain a good 
price. 


CHECK PRINTERS /WC., 


Lithograph ers and Printers 


UKE 


CHICAGO CLEVELAND KANSAS CiTy 
NEW YORK ST. PAUL 


WIDE Wortp 


TAX STUDY 


With yields from present levies increasing, Administration leaders in 

Congress have ordered a survey to determine whether reductions can be 

made through elimination of some “‘nuisance levies.”” Above, Repre- 

sentative Doughton (left), chairman, House Ways and Means Com- 

mittee, and Senator Pat Harrison, chairman Senate Finance Commit- 

tee, who, with Secretary Morgenthau, conferred with President 
Roosevelt on tax matters 


(CONTINUED FROM PAGE 12) 
ployed to work, present hour schedules 
must not be lengthened.” There are 
more differences of opinion on the last 
observation than the first. 

Utility Litigation 

The Supreme Court of the United 
States has the great public utility or- 
ganizations on its doorstep this Fall in 
the suit of the S.E.C. against the Elec- 
tric Bond and Share Company to test 
the constitutionality of the Public Util- 
ity Act. There is also the suit of 19 
utility companies, affected by the Ten- 
nessee Valley Authority’s activities, to 
test the constitutionality of the T.V.A. 
as they directly affect the interests of 
the parties bringing the suit. The former 
questioning of the legal correctness of 
the Tennessee Valley enterprise did not 
involve actual damage to the parties 
who brought the Authority into court. 


The present suit raises the direct ques- 
tion. 


Regulations T and U 


The opinion of those close to the Fed- 
eral Reserve authorities is that there 
will be no further modifications of Regu- 
lations T and U in the immediate 
future but that, rather, the ambiguities 
in the regulations put into effect in the 
past year will be cleared up and dif- 
ficulties ironed out by investigation, 
negotiation and rulings of the Board of 
Governors. Up to last accounts the lat- 
ter had not even completed its study of 
the report of the New York Stock Ex- 
change on the effect of the present regu- 
lations on restricted or borderline ac- 


counts, and it is safe to say there will be 
no new regulations until that report and 
other data have been thoroughly di- 
gested. 


Relations with Bank Customers 


The human side of finance is to’be the 
dominant subject at the 21st annual 
convention of the Financial Advertisers’ 
Association at Nashville, September 14 
to 17. The delegates will stress the idea 
that while the technical operations of 
banks, trust companies and investment 
houses are important, everything finally 
resolves into the relations of an institu- 
tion and the men and women with whom 
it deals. 


Uniform Examinations 


The New York State Banking Depart- 
ment has assured state banks in that 
commonwealth that by the time the 
next condition report is called for, an 
agreement will have been reached for a 
uniform examination questionnaire to 
meet the requirements of state and Fed- 
eral authorities. This is interesting but 
optimistic. Banking superintendents in 
32 states have agreed to use the F.D.LC. 
form, others have agreed to adopt that 
form in the near future, the Federal Re- 
serve authorities are ready to cooperate 
with Mr. Crowley’s organization, but 
the Comptroller’s office says it cannot 
modify its own form. Since the Comp- 
troller cannot make the change for the 
national banks, the Reserve authorities 
cannot do so for the state member 
banks and thus state authorities han- 
dling non-member bank matters are 
delayed in reaching an agreement. 


BANKING 


| 
. 
| 


THE LAWS OF CHANCE ARE KNOWN 


IN NATIONAL 


No one can measure individual human 
capacity to stand the stress and strain of 
modern life. 


Yet dwellers in National Surety Town are 
secure against the losses that follow 
moral breakdowns—the losses that have 
wrecked so many businesses. 


Though we cannot measure the individual, 
experience shows that out of each thou- 
sand men or women in positions of trust, 
a given number will crack under the strain 
of temptation or opportunity. 


SURETY TOWN 


Fidelity bonds bring known values into a 
world of unpredictables in which trusted 
employes do abscond—in which the un- 
expected does happen. 


Safeguard yourself, your employes, your 
business, by living in the tranquil atmos- 
phere of National Surety Town. National 
Surety representatives everywhere — 
themselves picked men—are selling 
Fidelity protection; plus protection against 
burglary, forgery, and many other 
dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


© C., 1936 


September 1936 


New York 


| 
15 


lnvestments 


for Trust Funds 


The business of this firm consists primarily of supplying 
institutions with a comprehensive investment service in 
seasoned securities of the type legal for trust funds. 


*This example is based upon Millers 
National's as of 
To demonstrate the financial 
soundness of any insurance 
company simply figure the 
ratio of assets to liabilities as 
shown above. @ Safety rests 
with every Millers National 
policy because each dollar of 
outstanding liability is backed 
by two and a quarter dollars 
of assets. © Compare this ratio 
with ratios of other companies 
to denote the unusual sound- 
ness of this well-managed 
Company. It is an interesting 
comparison. Try itl 


MILLERS NATIONAL 
INSURANCE COMPANY 


CHICAGO, ILL. 
Established 1865 


An excellent company—Ask your broker or agent 


Our long familiarity with the legal investment field, and 
our extensive Analytical Department equip us to render a 
valuable service to trust Investment Officers in connection 
with the purchase and sale of securities in either listed or 
unlisted markets. 


In the conduct of our business we endeavor to maintain 
toward our customers the same fiduciary attitude 
that characterizes the relationship of a trust 

company to its own clients. 


Inquiries invited 


Dick & Merle-Smith 


Members New York Stock Exchange 


30 Pine Street 30 State Street 
New York Boston 


Continuing the security business of Roosevert & Son founded 1797 


U. S. Government Securities 


Home Owners’ Loan Corporation Bonds 
Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 
Federal Land Bank Bonds 


SERVICE 


® Service by Employers Mutuals 
is far more than the mere settling of 
claims. It includes unfailing atten- 
tion to the best interests of the 
policyholder, starting before the 
policy is written; and it involves 
service in accident prevention, 
improvement of loss experience, 
etc., as long as the policy is in 
force. Workmen's Compensation, 
Public Liability, Automobile and 
other forms of Insurance are writ- 
ten through the payment of 
regular dividends. 


Municipal Bonds and Notes 


Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Canadian Government, Provincial 
and Municipal Bonds 


Foreign Government Securities 


Discount House 


SALOMON BROS. & HUTZLER 


Members of the New York Stock Exchange 
SIXTY WALL STREET 
NEW YORK 


Boston Philadelphia Chicago Cleveland Minneapolis 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 
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Recovery in Municipal Credit 


By THOMAS H. REED 


Director, Consultant Service, National Municipal League 


N OCTOBER 1933 the bonds of Jersey City, New Jersey, 
were quoted at about 65 and no market. In many daily 
papers for January 23, 1936, there appeared this item: 

“Extremely close bidding marked the award today by 
Jersey City, N. J., of $2,443,000 of bonds to a syndicate 
headed by Brown-Harriman & Company—the winning 
group bid 99.209 per cent for $2,245,000 of 334 per cent re- 
funding bonds maturing 1937 to 1954, inclusive.” 

In the Fall of 1933 Detroit 4 per cent bonds were selling for 
58, They now are selling from a 3.30 to a 3.60 basis and we 
may recall the amusing words of Louis Mansfield, now in 
charge of the portfolio of the Fireman’s Fund Insur- 
ance Company, before the Investment Bankers Associa- 
tion in the Fall of 1935: 

“Think of Detroit in 
1932.When I walkedthrough 
its dimly lighted streets in OF TAX 
that dismal year looking - 
for a friend to find out 
when the sheriff was goin 
to take charge, I thought 
of what was said about an- 
cient Carthage—it must be 
destroyed. Now look at the ON PREY 
damn place redeeming its cond. 
bonds and acting as though a 
ithad always been a three 
per cent town—and win- 
hing a world’s series.” 

Yonkers, New York, on 
December 31, 1933, was in 
default on tax anticipation 
and other short term notes 
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to the tune of $7,412,532, owed Westchester County $1,616,- 
955 for 1933 taxes, and had a stack of unpaid claims amount- 
ing to $2,461,000, while its policemen, firemen, school teach- 
ers, etc., were three months behind in their salaries. Its 5% 
per cent bonds sold as low as 75. Today its 4% per cent bonds 
sell on a 3.25 basis. 

This is not intended as a record of the “might have beens” 
of investment opportunity. These are but scattered instances 
of one of the most important steps toward general recovery 
which has been taken in the last three years. At the bottom 
of the depression, approximately 10 per cent of all municipal 
bonds were in default and an even larger proportion hovering 
on the edge of it. Today defaults have been reduced to about 
3 per cent of the whole and the credit of most of the places in 
the “near default” class completely restored. 

The importance of this rehabilitation of municipal credit 
is hard to exaggerate. Not only has it saved countless private 

investors from ruin, stead- 
ied the banksand insurance 
companies—heavy invest- 
ors in municipal securities 
—upon which the well-be- 
ing of our people so largely 
depends, but it has restored 
prosperity to localities where 
property values were threat- 
ened with extinction by ex- 
cessive taxation. There can 
be no movement in real es- 
tate, no security in busi- 
ness, no comfort even in 
the ownership of a home 
where confiscatory levies 
for the enforcement of the 
claims of bondholders are 
constantly imminent. A 


Florida correspondent writes 
GALLOWAY 
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of a county where a bondholders’ representative has secured 
a mandamus for his clients which if enforced would involve a 
400-mill levy—40 per cent of the assessed valuation in one 
year for only part of the county’s debt service. That is an ex- 
treme example, though by no means a unique one, but it 
serves very well to illustrate how all economic activity can 
be paralyzed by the destruction of municipal credit. 

How was municipal credit restored? Was it in response to 
leadership from Washington or the state capitals? The New 
Deal has had nothing to say or do directly with the problems 
of municipal credit. Home owners’ loans have helped clean 
up back taxes and the W.P.A. and kindred activities have 
kept down local relief budgets, but their effect on municipal 
credit was incidental if not wholly accidental. The Federal 
Government’s sole direct contributions have been the so- 
called “‘ Municipal Bankruptcy Act”, on which the Supreme 
Court will pass again in October, and the grant of R.F.C. 
funds to certain irrigation and drainage districts for the pur- 
pose of buying their creditors out at a discount. 

Helpful state leadership, too, has been exceptional. New 
Hampshire, where the problem was never really serious, 
guaranteed the debts of its political subdivisions. Some state 


| JERSEV CITY REPORTS 
SURPLUS for 1935 


1935, Jemey City, N. J, operated on cash 
x ihieal basis. Its cash collections in 1935 amounted to 
$26,210,133. Cash disbursements, alter providing full re- 
<9 serves for all items necessary to complete the 1935 budget, 
Se _ amounted to $25,892,246, which left cash surplus of 
$317,887 for the year. 
© Moreover, because Jersey City has issued bonds under the provisions of 
~ Chapter 60 of the New Jersey Pamphlet Lews es supplemented, the City is 
automatically committed to continue budget operstion on cash besis, 4s 
“defined in the recent supplement, as long es such bonds remain outstending. 


} 


Early in 1935, Jersey City announced financial plan which contemplated, 
nong other things, a funding of all floating debt and continued operation on 
wi-go basis. In accordance with this Plan, the following steps were _ 


completed in 1935: 
1. The City operated its budget on ¢ cash basis during the pest yeer, a8” 
described above. : 


through funding operations. 
3. Gross debt wes reduced by $2,322,000. 


4. Annual interest charges have been materially reduced, and the 
schedule of maturing obligations has been adjusted so that it can be met 
without difficulty. 


2. The City reduced its flosting indebtedness by $10,396,000 in 1935 


“- B. Although the Water Depertment of the City hes the lowest water - 
rete of any large city in the United States, cash receipts of the Department 
in 1935 exceeded all disbursements, including reserves and debt service. 
6, All stete and county taxes have been paid. 

7. The City is paying all claims end salaries in cash when due, and there 
Jersey City will offer this month at public sele, funding end refunding bonds 
- = ‘in an amount sufficient to retire all of Its remaining floating debt. The bonds to 
~ . be sold will not in any way increase the indebtedness of the City. 


Facts Concerning Jersey City 


_- . With a population of 316,715, Jersey City is the second largest city in the 

_ State of New Jersey, and one of the principal industriel centers of the country. 
» Industrial activity is widely diversified. There are 558 manufacturing establish- 
_ ments within the City limits. Nine trunkline terminal railroads make the City 
-@ leading reilroed center. The City has 11 miles of water-front, principally 
- on the Hudson River end New York Bay. 


financial officials have been able to give advice and ev, 

more substantial help to cities which wanted to QO straj 7 
and Jaws such as the celebrated cash basis refunding acts " 
New Jersey have eased the way for recovery. But even thee 
have been mostly of local origin. 

By and large, municipal credit has been restored by the 
unaided action of the parties concerned—i.e., the muni. 
palities and their creditors. The initiative has sometimes 
been taken by the city authorities, sometimes by the credi. 
tors, sometimes by bond dealers looking for a legitimate 
profit from refunding operations. The success of these efforts 
has depended chiefly on the municipality’s adopting, eithe, 
of its own motion or on the suggestion of others, sound 
methods of administration and finance. The advice of gp. 
called experts has been frequently called into play and 
bankers, bond men and others familiar with the problems of 
marketing securities have been always available. 

It scarcely needs to be said that in the restoration of my. 
nicipal credit the banks have played a leading part. It could 
not be otherwise, for their holdings of municipal issues are 
very large. The commercial banks in particular have had 
every motive for seeking prompt means of restoring munic- 
pal bonds to liquidity. Savings banks have, on the whole, 
been no less anxious for immediate and practical solutions of 
municipal difficulties. Banks take a realistic attitude toward 
the relations of debtor and creditor. They want their rights, 
but they know from practical experience that the best way 
of getting substantial satisfaction of them is to set a wel- 
intentioned creditor on his feet so as to put him in a position 
to pay. 


~reeb>e 


ONE CITY’S EFFORT 
LET us see how the process of rehabilitation has been 


worked in practice. Take Yonkers for example. The first step rig! 
was a survey suggested by an informal committee of note- Yo 
holders to determine the exact situation. This resulted ina fur 
budget in which current operating expenses were cut $1,169,- = 
000 while the appropriation for debt service was increased of 
by $2,610,000. The estimate of revenue from sources other me 
than taxation was reduced by half a million to a really col- wi 
lectible total. (The over-optimistic estimate of revenue is the | 
first and most common of budgetary sins.) The tax levy was es 
thereby raised by $1,600,000 and the tax rate rose from 3.11 be 
to 3.79 per cent on a valuation generally admitted to be 8 ye 
per cent of true value. This is high taxation in any man’s te 
city. 

The remedy was heroic. There were murmurs of revolt m 
among taxpayers on the one hand and among city employees 
whose salaries were reduced on the other, but the taxpayers S 
were mollified by the cut in operating expenses which showed W 
the good faith of the city, and Mayor Joseph F. Loehr, with 
an admirable combination of tact and firmness, soothed the U 
exasperated feelings of all concerned. As a result the tar- t 
payers did better by the city than the year before in spite of u 
the increased levy. They had paid 69 per cent of the current . 
levy in 1933; in 1934 they paid 71 per cent. : 

The increased income enabled the city to make head ( 
against its debts. The greater part of its short term paper— 
its long term bonds never were in default—was held by 0 
group of New York banks. They followed with approval and } 


REHABILITATION 


These illustrations are reproductions of newspaper adver 
tisements acquainting the public with the facts about twe 
cities’ financial recovery 
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THE Crry OF YONKERS, N. Y. 
A Sketch of Its Successful Fiscal Program 


faced 
Gy of was 


3,000,000 


verted into permanent form by 


were $42,865,247.43; as 

1934 $39,637,745.02, and 

matioas this item asof 
December 31, 1935, at $37,294,450.00, 


the next eight 
Actual cash receipts in 1954 of 
$18,209,175.46 exceeded for 


of $15,086,999.21 by 
items 
$222,196.23. 

are so scheduled that the 


encouragement the city’s fearless and determined effort to 
right itself. In the course of the session of 1934, the New 
York legislature at the request of the city passed a special re- 
funding act for Yonkers. It required the city to set up a re- 
serve of delinquent taxes $1,000,000 greater than the amount 
of notes refunded. The city might draw from this reserve to 
meet the appropriations made in its budget, but could not 
use it in estimating its revenues or appropriate a penny of it. 

In the Summer of 1934 a re-survey was made which 
established that a refunding issue of $10,000,000 of 5 per cent 
bonds—enough to clear up the city’s floating debt—could be 
amortized in 10 years with progressively decreasing tax 
rates. On this showing the noteholders—mostly New York 
banks—not only agreed to exchange their securities for the 
new bonds but to take the late maturities, thus permitting 
prompt repayment to another banking group which put up 
$3,000,000 of new money to liquidate claims to employees, 
Westchester County, etc. 

Yonkers’ recovery under this arrangement has been rapid. 
Unpaid claims, contract liabilities, and state and county 
taxes payable, less cash on hand, amounted to $4,562,065 at 
the end of 1933; by the end of 1935, this had been reduced to 
anormal carry-over of $747,634, with an accompanying vast 
improvement in the city’s funded debt position, as the fol- 
lowing table shows: 


Total Funded 

Bonded Debt 
$30,890,650 
9,990,000 
5,424,200 


Notes* 
$ 7,412,532.61 
6,227,029.54 
11,614,931.21 


$38,303,182.61 
16,217,029.54 
17,039,131.21 
4,565,800 


Outstanding Dec. 31, 1933 
Issued, 1934 and 1935 
Retired, 1934 and 1935 

Net increase, 1933-1935 
1933-1935 

» Jan. 1-June 30, 1936 

Retired, Jan. 1-June 30, 1936 
Outstanding June 30, 1936 


5,387,901.67 
34,781.50 
235,156.74 
1,824,235.70 


822,101.67 
1,452,781.50 
2,514,706.74 

36,419,135.70 


1,418,000 
2,279,550 
34,594,900 


"Includes certificates of deposit. 
September 1936 


The creditors have certainly no reason to complain about 
such a solution. How about the taxpayers who must foot the 
bill? Admittedly the 1934 rate of 3.79 per cent was high, but 
it has been possible to reduce it to 3.39 per cent in 1935 and 
to 3.35 in 1936. Current tax collections which were 69 per 
cent in 1930 rose to 71 per cent in 1934 and 74.82 per cent in 
1935. And the latest news from the Yonkers front is this 
story in the New York Times for August 3, 1936: 

“For the third consecutive year tax collections in Yonkers 
will show an improvement over the preceding year, and on 
the basis of experience to June 30th returns this year will 
be approximately 5 percent above those of 1935. . . . In 
1935 collections of taxes in arrears and the current levy 
amounted to $11,173,552. This compares with the tax levy 
of $11,074,998.” 

There is no better prcof than a total collection exceeding 
100 per cent of the year’s levy that taxpayers in Yonkers 
have settled down comfortably to do their duty. City em- 
ployees are getting paid in cash every pay day. Spartan vir- 
tue in the handling of municipal business actually pays. 


“THE CITY MADE UP ITS MIND” 


JERSEY CITY’S troubles, which reduced her bonds to a 
price of 65 in 1933, although the banking department of the 
State of New York held that she had not defaulted, was due 
in part to a widespread reputation for extravagant govern- 
ment and in part to the piling up of paper issued in antici- 
pation of taxes never collected 2nd of state and county taxes 
for the collection of 100 per cent of which the city was re- 
sponsible. Current tax collections for 1931 had been 72 per 
cent; 1932, 61 per cent; 1933, 52 per cent and 1934, 58.2 per 
cent. No wonder the city was in trouble. It went on for a 
while with what is sometimes called “shot-gun”’ refunding— 
i.e., offering the holders of securities as they come due new 
paper which many of them take as the best of a bad bargain. 

In other respects the city was doing its best to meet the 
emergency. The cost of the operating departments of the 
city was cut more than 30 per cent below the 1931 figure. A 
vigorous effort was made to collect taxes by the use of the 
so-called Stout Act providing for the appointment of a re- 
ceiver for any income-producing property on which taxes 
were delinquent. Many property owners paid rather than be 
subject to such receivership. These were all steps in the 
right direction and the best the city could do, but in 1935 it 
was faced with the payment of $14,000,000 of tax anticipa- 
tion notes and delinquent state and county taxes in addition 
to debt service on its permanent debt. 

Early in that year the city made up its mind to a con- 
structive program. The facts were carefully analyzed. It ap- 
peared for one thing that a large part of the tax delinquency 
was occasioned by the attempt of the railroads to secure by 
litigation a reduction of the so-called “second-class rail- 
road” tax! which normally supplied over $5,000,000 an- 
nually, or approximately 20 per cent of Jersey City’s reve- 
nue. During the progress of these suits only about 60 per 
cent of the total tax was being paid. On the other hand, an 
examination of the legal questions involved indicated that 
the city was almost certain to win at least as to 80 per cent of 
the taxes levied. There thus was a margin of a million to a 
million and a quarter which might be very safely borrowed 
on three- or four-year notes. 

It also appeared that with this one limited piece of tax 
anticipation borrowing Jersey City could, if the $14,000,000 
were refunded, go on a strictly cash basis as provided in 


1 Covers yards, terminals, sidings, etc. 
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Chapter 60 of the New Jersey Laws of 1934. This act pro- 
vides in substance that if any bonds are refunded under it, 
the municipality, having determined the amount of its ap- 
propriations including debt service requirements, may esti- 
mate receipts from miscellaneous revenues, tax liens, special 
assessments, and delinquent taxes on the basis of the experi- 
ence of the previous year; it must then levy enough current 
taxes to make up the difference assuming the same rate of 
collection as in the preceding year. If a deficit occurs it must 
be included in the appropriations of the next year. 

This only sounds like common sense to a business man, 
but it was so foreign to the practice of most municipalities as 
to cause considerable hesitation on the part of city officials 
in adopting it. Jersey City agreed to take the plunge if the 
law were amended so it could borrow up to 80 per cent of its 
second class railroad taxes pending the outcome of the liti- 
gation. The amendment was passed and the first instalment 
of refunding bonds ($5,000,000) was purchased on June 5, 
1935, by a syndicate headed by Lehman Brothers at a price 
of 4.41 for fours. Two days later it was announced that New 
York and New Jersey banking institutions holding $4,573,- 
000 of tax obligations had agreed to exchange them for new 
bonds on the same basis as the issue just sold. The remainder 
of the city’s refunding program was taken care of by short 
term borrowing until January 22, 1936, when the final step 
was taken by the sale of $2,443,000 at 3.84 previously re- 
ferred to and by the exchange of $2,825,000 of short term 
obligations for refunding bonds. 


JERSEY CITY’S SEVEN POINTS 


THESE remarkable results were not accomplished without 
a regularly organized publicity campaign. Jersey City bonds 
are very widely distributed and an adverse impression 
caused by years of high governmental costs and highly po- 
litical politics had to be overcome. A series of advertise- 
ments and news releases was issued. The advertisement ! 
appearing just before the January 1936 bond sale made the 
following seven points: 

“1. The City operated its budget on a cash basis during 
the past year... . 

“2. The City reduced its floating indebtedness by $10,- 
326,000 in 1935 through funding operations. 

“3. Gross debt was reduced by $2,322,000. 

“4, Annual interest charges have been materially re- 
duced, and the schedule of maturing obligations has been 
adjusted so that it can be met without difficulty. 

‘5. Although the water department of the City has the 
lowest water rate of any large city in the United States, 
cash receipts of the department in 1935 exceeded all dis- 
bursements, including reserves and debt service. 

“6, All state and county taxes have been paid. 

“7, The city is paying all claims and salaries in cash 
when due, and there are no past due accounts.” 

Jersey City’s regeneration is essentially a self-regenera- 
tion. No improvement of the bond market could have saved 
her had she not cleaned house, pressed tax collections, re- 
duced expenses, and gone on a cash basis. 

Detroit went into an abyss of default following the closing 
of the Michigan banks in February 1933. She had long been 
paving the way for it. Heavy borrowing in the days of pros- 
perity and falling tax collections in depression, aggravated 
by increasing tax levies, made the city first stagger and then 


1T am indebted for the copy of this advertisement and for the data 
concerr.ing the sales of Jersey City bonds to Doremus and Company 
who had charge of the publicity campaign. 
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fall. A bondholders’ protective committee was organized and 
prepared and put through a refunding plan—undoubted)y 
the outstanding success achieved by a bondholders’ protec. 
tive committee. The plan is too long and intricate for com- 
plete reproduction here. Its essential feature was a very 
drastic reduction in debt service charges in its early years: for 
bonds maturing before 1943 and for bond anticipation notes 
tax anticipation notes and accrued interest were substituted 
callable term bonds, the sinking fund provision for which 
began at $250,000 and increased by easy stages toa maximum 
of $19,500,000 in 1962-63. It contained a provision that if 
the city appropriates more than $40,000,000 in any one year 
for operating expenses it must increase debt service ap- 
propriations by a like amount. Altogether it was an excellent 
plan. 

It must be remembered, however, that similar plans 
have been projected in other situations and failed com. 
pletely. Two things beyond the control of a bondholders’ 
committee were necessary to its spectacular success, One 
was the fortuitous circumstance of a great revival in the 
automobile industry and the second the cooperation of an 
able and energetic city government. Vigorous efforts to se- 
cure tax collections have helped raise them from the low 
point of 65 per cent in 1932-33 to 69 per cent and 74 per cent 
in the next two years and a probable 80 per cent this year. 
Rigid economy and safely balanced budgets have given re- 
curring annual surpluses. They have been wiping out the old 
accumulated deficit inherited from the depression. Detroit, 
like the other cities referred to in this article, has contributed 
some good municipal administration to the cause of munici- 
pal credit. 


A SOUTHERN SUCCESS 


ONE more example: this time from Florida, where munici- 
pal credit went bad earlier and more completely than any- 
where else. Orlando, beautiful little city in the citrus belt, 
was knocked windless by the collapse of the boom and the 
subsequent depression; as late as January 1934, its bonds 
were selling at about 52 cents on the dollar. Today its re- 
funding bonds—long term callable bonds at the same rates 
of interest as the old ones, an average of about 5% per cent— 
are selling above par. The city is now preparing to call them 
and substitute 4 per cent bonds. A very close follow-up of 
large taxpayers, frequent notices including telegrams on the 
last day before delinquency, foreclosure suits against the 
hopelessly recalcitrant (only a few were necessary), a paring 
of expenses to the bone and an intelligent management of 
municipally owned utilities turned the trick. 

These are only examples which might be multiplied by the 
hundred throughout the country. There is a relation, albeit 
not a definitely fixed one, between good municipal govern- 
ment and good municipal credit. There are those who pooh- 
pooh it, but it is there all the same. If one thinks of goo? 
government solely in terms of the purity of elections and the 
enforcement of regulatory statutes, the connection is not 
perhaps obvious. No particular form of government is, of 
course, necessary to municipal credit. e 

The most disastrous, however, of the collapses of munici- 
pal credit in 1932 and 1933 were largely the result of bad 
municipal management—careless budgeting, wasteful spend- 
ing, slackness in tax collections, excessive borrowing, Im- 
proper arrangement of debt maturities. Municipalities which 
had not been guilty of these sins came through the depres- 
sion with flying colors. 

Such things as these are the essence of good government. 
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Self Service Charges 


ILE this article has to do with 
Westar charges, service charges 
and float charges, it is written 
primarily, not for the purpose of argu- 
ing the pros and cons of such things, 
but in order to tell a little story that 
may be of interest to bankers generally. 
It isa story that five years ago would 
without question have been considered 
visionary and impractical and certainly 
could have found no place in a banking 
publication, although it might have 
qualified as entertaining fiction or a 
passable fairy tale. 

As a background I should perhaps 
state that Coos Bay is an ordinary 
American community. Our people are 
average citizens and our bank is not un- 
like other banks in communities of five 
to ten thousand population. The officers 
of the bank are all young men who 
started as clerks and bookkeepers and 
gradually worked themselves into man- 
agement responsibilities. Like other 
young men and boys who entered the 
banking field 20 or 25 years ago, we 
were thoroughly schooled in the idea 
that the way to build business and good- 
will for the bank was to render service— 
gratuitous service—and we faithfully 
and honestly rendered it for the benefit 
of the large depositor, small depositor 
and non-customer. 


GOODWILL AND EARNINGS 


THE word “unprofitable” insofar as 
an account on the bank’s books was 
concerned was unthought of, and we 
felt that we held undisputed title to ev- 
ery ounce of goodwill any bank needed. 
By degrees, however, we forced our- 
selves to realize that the unquestioned 
loyalty of our depositors, plus the good- 
will we had spent years in building, 
would not keep our net earning figures 
from reflecting the cumulative effect 
produced by an ever increasing number 
of small accounts, whose earning power 
could not begin to offset our mainte- 
hance costs. So about ten years ago we 
instituted a flat service charge on small 
accounts. It was a reasonable charge, 
but inequitable—since only the little 
fellow paid, while the big account which 
was costing us more went free. 

When the stock market crash came in 
1929 and the banks of the United States 
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started falling by the wayside, Coos 
County had its share of the general 
trouble, and for the first time in its his- 
tory our bank needed the goodwill it 
had spent 25 years in building. In Jan- 
uary, 1932, the first Coos County bank 
closed its doors and in March, 1933, 
when the bank holiday was declared, 
out of 13 banks in our local association, 
six were still open. 


MARSHFIELD’S EXPERIENCE 


IN our own city of Marshfield where 
there had been four banks, two re- 
mained, one other and our own. Our 
deposits before the crash were normally 
around $1,500,000, and the high point 
which was reached in late 1929 was 
$1,831,000. When the holiday came, 
they stood at $611,000.00. Some of that 
shrinkage was normal, but much of it 
was not, and it forced upon our stunned 
consciousness the realization that good- 
will, which in our own minds was our 
most prized possession, was almost non- 
existent. I make that statement not as 
a criticism of our depositors; I state it 
as a simple fact. They had been, they 
were then, they still are our friends. 

During the holiday there was not 
very much to do, so we spent our time 
thinking the situation over and on 
March 15, 1933, when the Marshfield 
banks opened up 100 per cent without 
the formality of an examination, we 
had both arrived at some very definite 
conclusions. They were: 

The holiday period had demonstrated 
that the service rendered by banks was 
a vital service to the public. 

Goodwill can not be created by doing 
things for depositors at a loss, particu- 
larly when the depositor does not realize 
that the bank is losing or he is the bene- 
ficiary. 

The average citizen does not want or 
expect service for nothing. If a service 
is rendered, he is willing to pay the 
reasonable value of it, but he must 
realize that it is actually rendered. 

The public has no way of knowing 


about bank service unless the banks 
themselves tell of it and the banks, in- 
cluding our own, had failed dismally in 
the telling. More knowledge on the part 
of the public was necessary and it was 
the job of the banks to impart it. 

The simplest and at the same time 
the most thorough way to tell about 
service is to place a value upon it and 
charge for it. 

We were familiar with the account 
analysis methods in use in the large 
city banks, but we wondered how such 
a department in our bank, dealing with 
small accounts, could pay its own cost. 

Finally we decided that all we needed 
was a schedule of reasonable charges for 
service rendered which required no ac- 
count analysis, no expense or extra 
work of any kind, a schedule which 
would put every account in the bank on 
a profitable basis, produce its own rev- 
enue automatically, and be painless to 
the depositor. We bankers, even while 
we agree upon what we need, smile and 
say “impossible”, “impractical”, “vi- 
sionary”, “a fairy tale”, and finally 
dismiss the thought by reminding our- 
selves that the millennium has not yet 
arrived. 

The banking holiday ended March 
15, 1933, and on April 1 the depositors 
of both Marshfield banks found a little 
printed schedule folded inside their 
March statements covering charges for 
bank service which would go into effect 
on April 15—and it was not an April 
Fool joke either. We had never been 
more serious in our lives. 


A COMPLETE SCHEDULE 


A FEW of the charges were not new, 
but we felt that the schedule was com- 
plete, for it covered drafts written, 
collections both in and out, escrows, 
safekeeping, notary fees, telegraphic 
transfers, stop payment orders, buying 
and selling stocks and bonds, coupon 
collections, credit reports, return of 
N.S.F. checks, certification of checks, 
cashing out-of-town checks, a measured 
service charge based on average balance 
and applicable to every checking ac- 
count whether large or small, and a float 
charge on out-of-town items deposited. 

The only charges which caused us 
any real concern or thought were the 
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measured service charge, charge for 
cashing out-of-town checks, and the 
float charge. 

A measured service charge, since it is 
based on average balance, immediately 
brings up the question of what is meant 
by average balance. Is it the ledger 
balance or ledger figures adjusted for 
float? If adjusted for float, how is float 
arrived at? Is a complete analysis of 
the account necessary? If float could be 
eliminated, the answer would be simple. 

When we think of charging for cash- 
ing out-of-town checks, we are immedi- 
ately confronted with the question of 
how to enforce the charge if a non-cus- 
tomer can cash his check with a store 
having an account with us and the store 
can clear the check without cost. If we 
charged everyone, the problem would 
solve itself. Furthermore, if the charge 
to the depositor was based on the time 
required to collect the check, the ele- 
ment of float would be eliminated so 
that the ledger balance would be the 
real balance and could be used without 
adjustment for float for measured serv- 
ice charge purposes. 

Because “charge everyone” seemed 
to be the answer, we included the float 
charge in our schedule. The plan was 
outlined to the four other surviving 
banks of our association and they were 
invited to join us, but the invitation 
was not accepted, so the two Marshfield 
banks went ahead alone. 

We prepared a schedule showing the 
time required to collect items on every 
state and the principal cities of the 
United States with the rate per $1,000 
for each point. This schedule applies 
only to amounts in excess of $100, as we 
eliminated a lot of petty figuring on 
small items by making a flat charge of 
three cents on all items up to $100. 
Copies of the schedule were furnished 
to customers who ordinarily deposited 
items in excess of $100 so they could 
figure the charge themselves. The charge 
is collected at the time the deposit is 
made, either in cash or by deduction 
from the deposit ticket. Our tickets 
provide a place at the bottom for float 
deduction. Each teller, upon collecting 
a float charge, notes the customer’s 
name and the amount on a credit ticket 
kept conveniently near his cash tray, 
using one ticket for all amounts col- 
lected during the day. At the close of 
business the total is written in and the 
ticket sent to the general books. The 
tellers are not slowed up, since nearly 
every depositor figures the charge for 
himself and the hardest work in connec- 
tion with the entire plan is for the teller 
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to write “Jones $.03” or “Smith 
$7.50”. 

We, like most country bankers, had 
never paid any attention to float. We 
knew it existed of course, but we ignored 
it, since we had been taught to believe 
that any consideration of it involved 
exhaustive account analysis. However, 
we definitely came to the conclusion 
that the collection of a float charge in 
the average bank had nothing to do 
with account analysis. Revolutionary 
as that statement may sound, it is true, 
and our bank has had 39 months’ prac- 
tical experience to prove that it is true. 


DEPOSITOR’S ANALYSIS 


THE solution of the account analysis 
problem was simple as soon as we real- 
ized that the depositor and not the 
bank was the one capable of making 
the analysis. In discussing the matter 
with some of our customers we have 
stated quite frankly that an account in 
which idle funds are constantly carried 
has some value to us, although at the 
present time that value is more in- 
tangible and fictitious than genuine or 
real, but point out that we have no way 
of telling how much is idle. All that we 
can do is tell what our ledger figures 
show the customer’s balance to be. 
However, in recognition of the idle- 
fund value mentioned, we are willing to 
allow an offset against our float charges 
if he will tell us just how much is idle. 
Instead of trying to tell him how good 
his account is, we ask him to tell us. 
He knows; we do not. We will mark his 


“The plan solves the account analysis 

problem for us by placing the burden of 

analysis upon the depositor rather than 
the bank” 


account “dormant” for whatever amount 
he will permit with the understandin 

that he will not draw below that ion 
on his own stubs without first giving us 
notice and on the dormant amount we 
will compute an offset against our float 
charge. He promptly tells us that he 
cannot tie his funds up because he ex. 
pects them available for immediate use 
at any and all times. Out of 1,500 check. 
ing accounts we have less than ten 
marked “dormant”. Since the depositor 
may draw his balance at any time and 
wants it immediately available, we tel] 
him that under the circumstances, we 
are merely taking care of his funds for 
him and suggest that perhaps we should 
be making a safekeeping charge. 

We have had no difficulty with our 
customers, which is evidenced by the 
fact that both our checking and savings 
accounts have increased 50 per cent in 
number and our deposits, which stood 
at $611,000 when the float charge was 
inaugurated, have now passed the 
$1,500,000 mark. 

In April, 1934, just one year after the 
Marshfield banks announced the sched- 
ule, the other banks in our association 
adopted it without change. In every 
case it has worked out smoothly. In 
each bank it produces revenue of ap- 
proximately $7 annually per $1,000 of 
deposits. 

In 1935 our float, service, and ex- 
change charges brought in sufficient 
revenue to pay the salaries of all clerks, 
bookkeepers, and two tellers plus our 
entire stationery bill, postage, advertis- 
ing, telephone and telegraph, with more 
than enough left over to cover the dues 
in our county, state and national bank- 
ers associations and the local chamber of 
commerce. 

Many of the charges in our schedule 
are similar to those in effect elsewhere, 
but the method of handling the float 
item is distinctly different. Since all 


| float is paid for, our computation of 


measured service charges can be based 
upon average ledger balances without 
permitting a number of checks to be 
drawn against a fictitious float balance. 
The plan solves the account analysis 
problem for us by placing the burden of 


| analysis upon the depositor rather than 


the bank. It places every account on 4 


4) profitable basis, and makes it possible 


to collect for cashing out-of-town checks 
so that even a non-depositor pays his 
way. 

Further, it is the answer to the prob 
lem of educating the public on bank 
service, a problem very prominent m 
the minds of the bankers of today. 
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The Cooperative Revival 


ment is concerned, it may be said 

that, broadly speaking, Americans 
fall into one of two major categories. 
On the one hand are those who are 
active in the movement and who, 
warmed by the mildly evangelical glow 
which it seems to diffuse among its 
members, are convinced that it is a 
beneficent engine which is destined in 
the not too distant future to transform 
the economic face of the nation. On the 
other hand, there are the millions (most 
of them, naturally, urban dwellers) 
who think of the cooperative as some- 
thing alien, if not to the country, then 
at least to their own personal worlds— 
as something that “can’t (or at least 
won’t) happen here.” 

The existence of such widespread ig- 
norance concerning the activities of the 
co-ops—and particularly the co-ops 
in this country—should really surprise 
noone. In the first place, the movement, 
so far as it may be called a movement 
in any important sense, is compara- 
tively young here. A study of 516 co- 
operative societies, made by the Bu- 
reau of Labor Statistics in 1933, showed 
that at that time 426, or 82 per cent, 


S" FAR as the cooperative move- 


By EDWARD H. COLLINS 


had been formed since 1918. In the sec- 
ond place, even today, 17 years after 
this post-war movement began, our 
progress cannot be even faintly com- 
pared with that made by the European 
countries, pioneers in the experiment. 
In this country today there are roughly 
7,000 cooperative organizations, and 
they do an annual retail-wholesale busi- 
ness of about $1,000,000,000. But in 
such countries as Sweden, Finland, 
Denmark, Switzerland and New Zea- 
land, 40 per cent of all business, speak- 
ing in round figures, is done by the 
co-ops. We rank, as a matter of fact, 
nineteenth in point of progress, on the 
world list. 

In the third place, ignorance concern- 
ing the co-ops has thrived over a large 
part of the country for the simple reason 
that the movement has been highly 
regional in character. It has thus far 
been confined predominantly to two 
geographical regions, namely, the East 
North Central States (Ohio, Indiana, 
Illinois, Michigan, and Wisconsin), and 
the West North Central States (Minne- 
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sota, Iowa, Missouri, North Dakota, 
South Dakota, Nebraska and Kansas). 
These 12 states include today no less 
than 71 per cent of all the country’s 
cooperative societies. 
Whether the predictions of the more 
enthusiastic disciples of the cooperative 
movement ever will be realized is some- 
thing that no one can now, of course, say. 
But that those persons not yet “coop- 
erative-conscious” are going to have an 
opportunity to view its workings much 
more closely before long seems to be as 
certain as anything can well be. For the 
movement is at last attaining genuine 
momentum here. It is not only expand- 
ing at a substantial annual rate, but it 
is pushing into the cities as well as into 
new agricultural regions; it has its own 
national and even international organ- 
ization; it has its own centralized pub- 
licity and educational machinery; and 
it is beginning to make itself heard in 
state legislatures and in Congress. 
Only within recent weeks recognition 
of the growing importance of the co-op 
was reflected in two news stories which 
must have come as something of an 
awakening to many persons. One of 
these was the story of the appointment 
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by the President of a commission to 
visit Europe for the purpose of studying 
social and economic conditions, ‘with 
particular reference to the cooperative 
movement.” The other was the story of 
the launching by Edward A. Filene, 
nationally known Boston merchant, of 
a $1,000,000 cooperative department 
store enterprise in the heart of the busi- 
ness and financial East. But if one is 
seeking a more important straw in the 
wind, it may be suggested that he look 
up the recent periodical literature on 
cooperatives. He will find that more is 
being written today on the subject for 
the advertising and business magazines 
than for those of any other field—clear- 
cut evidence that business, while it 
may not be alarmed over the threat of 
the competition of the cooperatives, 
is at least keenly aware of their growth 
and deeply interested in the implica- 
tions of the movement in terms of its 
own future. 

Any discussion of the cooperatives 
should begin with a definition. Here, no 
attempt will be made to go into the 
movement in all its manifestations. 
The credit union belongs, of course, in 
the general category of cooperative 
enterprises; so do agricultural distribut- 
ing cooperatives, such as those which 
control grain elevators and other mar- 
keting machinery; so do cooperative 
apartment house enterprises; and so 
also do burial, mortgage and insurance 
societies. The heart of the cooperative 
movement today, however, is the con- 
sumer cooperative, and the present 
article will confine itself in the main to 
this type of organization. In the con- 
sumer cooperative, as a general rule, 
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York engineer. 


After a six weeks’ tour of Europe, the commission arrived 
in London the middle of August, where Mr. Baker said: “We 
have been particularly interested to note that in many cases 
cooperation was not primarily the rival of private industry, 
but was working with it to develop fully the economic posi- 
tion of the country. In some cases we found the cooperatives 
supplementing private business; in other cases private busi- 
ness was supplementing the cooperatives.” 

The present commission is not the first one that the United 
States Government has sent abroad. In the Summer of 1923 
a special commission, composed of Chairman Huston 
Thompson of the Federal Trade Commission and Dr. William 
Notz, chief of the Export Trade Division, visited 15 countries. 

They studied farms, dairies, mills, stores, warehouses, 
banks and educational agencies. The cooperative movement 
had enjoyed considerable growth as a result of the war, and 
it was estimated by the 1923 commission that there were 
then 285,000 cooperative organizations in the world. 
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INDUSTRY 
Members of the United States Cooperative Commission, with 
Albin Johansson, head of the Swedish Cooperative Union. 
Left to right, Mr. Johansson, Leland Olds, secretary of the 
New York State Power Association, Jacob Baker, chairman 
of the commission and former Assistant Works Progress 
Administrator in Washington, and Charles E. Stuart, New 


a group of individuals come together, or 
are recruited, and set up a joint enter- 
prise for the purchase and sale at retail 
of necessities or other commodities that 
they use regularly. 

The consumer cooperative does not 
always follow this precise pattern, but 
it is the customary beginning. From 
such a start it may reach out in any 
number of directions. Having elimi- 
nated one middleman in the form of the 
retailer, for example, it may find itself 
strong enough financially and in mem- 
bership to step into the shoes of the 
wholesaler as well. Time was when the 
co-op found such a step difficult to 
negotiate, since manufacturers showed 
an inclination to discriminate in favor 
of private enterprise. 


THE NEWER VIEWPOINT 


WHERE the movement has grown 
genuinely robust, however, the tend- 
ency of the manufacturer is no longer 
to combat, but to court, the coopera- 
tive. And this he might well do; for 
when and if the movement reaches the 
proportions that it has in some parts of 
Europe he is apt to awake some day to 
find that his customer has become his 
competitor. It is, after all, but one step 
more for the cooperative to invade the 
field of manufacturing, and thus make 
itself independent of the producer, as 
well as the retail and wholesale dis- 
tributor, for the things it needs. 

If the skeptic or the uninitiated thinks 
this is fanciful, let him turn his atten- 
tion for a moment to the Cooperative 
Wholesale Society in England. This or- 
ganization, during 1934, produced goods 
valued at $143,000,000 and did a total 


business of $439,000,000. It maintains 
150 factories, which manufacture suc, 
a diversified list of products (to name 
but a few) as hosiery, drugs, shoes, fur. 
niture, motors, bicycles, chinaware 
corsets and chemicals. It has its om 
bakeries, printing shops, flour mills and 
dairies. It owns 33,000 acres of farm 
land in England and 10,000 acres of 
wheat land in Canada, as well as te, 
plantations in India and Ceylon, j 
boasts a large fishing fleet, and it sends 
its freighters to every corner of the 
world. 

But the British consumer coopera- 
tive was not always thus. Such a society 
as the C.W.S. traces its beginnings 
back nearly a hundred years, back to 
origins which were humble in the ex. 
treme. Its earliest progenitor was the 
Rochdale venture of 1844, so called 
after an English town of that name. 
In the 1840’s England was passing 
through the early stages of the indus. 
trial revolution, and the years were 
years of short crops, low wages and 
general privation. In Scotland little 
groups got together in a number of 
places for the purpose of forming their 
own “‘victualling societies”, and it was 
with something like this in mind that 
the Rochdale venture—destined to es- 
tablish a pattern for the whole co- 
operative movement as we now know it 
—was undertaken. 

Twenty-eight weavers from the Roch- 
dale mills got together that year and, al- 
though wages at the time averaged only 
about $1.50 a week, pooled their meagre 
resources and started their own store. 
It took a year to save the necessary 
capital for the enterprise, namely, $140. 
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From Flynn’s Saloon to a cooperative store, as illustrated in a pre-war volume on 
the cooperative philosophy—incidentally, an interesting forerunner of present-day 


But so successful was the plan once it 
was started, that within another year 
it boasted eighty members and $900 in 
capital. By 1854 the Society had its own 
spinning mill. From then on “ The Roch- 
dale Society of Equitable Pioneers,” 
grew steadily in size and expanded its 
activities. 

In the course of the following half cen- 
tury its membership increased to 12,000, 
it was doing $1,500,000 in business each 
year, and was saving $300,000 annually. 
With some of its surplus earnings it 
established its own library, and it set 
aside a certain per cent each year for 
educational purposes. 


ORIGIN OF A PHILOSOPHY 


BUT the Rochdale venture did some- 
thing more than set an example to the 
world of what could be done by cooper- 
ation. It established a basic philosophy 
for such enterprises which has survived 
nearly a century. That philosophy is 
embraced in these three general princi- 
ples—principles which govern such 
enterprises even today: 

1. Each member has one vote and 
no more. (This is true no matter how 
many shares in the enterprise he may 
hold.) 

2. Interest is limited to the minimum 
prevailing rate. 

3. Any surplus after payment of ex- 
penses and interest and after setting 
aside a reserve, is to be used for the 
good of the members, for beneficent 
purposes, or for the payment of “ divi- 
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dends” to patrons, representing savings 
returns. 

Since that time these principles have 
been elaborated by the addition of 
certain widely accepted rules. The most 
important of these are the following: 

1. Membership shall be completely 
voluntary, and there shall be no dis- 
crimination in the acceptance of mem- 
bers. 

2. Business shall be conducted for 
cash and at prevailing prices. 

3. Part of any surplus earned shall 
be used for educational purposes. 

4. The enterprise shall be undertaken 
with a view toward ultimate expansion. 
This expansionist principle has al- 
ready been touched upon above. As 
generally applied it means that once 


the original retail business is established 
branches shall be set up in the same 
region. 

When the branch system is on its 
feet, or when there are a sufficient 
number of independent cooperative 
retailers in the vicinity, a federation is 
formed and mass buying is inaugurated. 
As soon as the federation is completely 
organized and on a going basis it es- 
tablishes its own wholesale agency. 

Switzerland followed England’s lead 
in 1850, but it was not until a gener- 
ation later—around 1880—that the 
European movement gained real head- 
way. The period 1880-1900 saw the in- 
stitution firmly established in Belgium, 
France, Germany, Italy and Scandina- 
via. 


One of the earliest ancestors of the cooperative movement, 
“The Socialist Institution”, Rochdale 
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E pledge of the Board of Gover- 
nors of the Federal Reserve System 
that, notwithstanding the increase 

in required reserves of member banks, 
the easy money policy of the System 
and the Government will be maintained, 
may be taken as sufficient indication 
that the downward trend in rates of in- 
terest on loans and returns on invest- 
ments will be continued or at least not 
reversed. 

The downward trend is generally 
ascribed to an overabundance of money 
in the banks resulting from the open 
market policy of the Reserve authori- 
ties, emphasized by the Government’s 
borrowing and spending policy and by 
imports of foreign capital. In the view of 
the Reserve authorities the situation is 
due less to an over-supply of money 
than to an under-demand for credit. It 
may be agreed that all these factors 
enter into the situation, although there 
may be disagreement as to the respec- 
tive influence each may exert. The fact 
remains that present interest rates are 
the lowest for many years, if not ever 
before, and the trend is toward still 
lower levels. 

It is also significant that in every 
other country where there is anything 
like a free play of demand and supply 
of money, conditions similar to those in 
the United States exist and the govern- 
ments and central bank authorities 
concerned propose to maintain such 
conditions so far as possible. The gen- 
eral policy of governments and credit 
authorities the world over is to main- 
tain low interest rates with a view 
toward stimulating business activity 
and promoting recovery. 


U. S. POSITION 


THE chief difference between the situ- 
ations here and elsewhere is that by 
reason of the flow of gold into the 
United States the trend toward lower 
interest rates has been emphasized and 
—notwithstanding the Reserve’s easy 
money policy and the Government’s 
efforts through its lending agencies to 
force rates down—government interfer- 
ence has been less radical in this coun- 
try. Most other nations, Great Britain 
being the conspicuous exception, have 
had to contend with outflows of capital 
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World Recovery and Money Rates 


with the result that their efforts to se- 
cure and maintain low interest rates 
from time to time have been more fre- 
quent and more drastic. 

In the United States the influence of 
the Reserve System’s open market, bond 
buying policy is very evident. In 1928 
the rate charged customers by the New 
York banks averaged 5.15 per cent; 
the charge in other northern and eastern 
cities in the Reserve Board’s list was 
5.34 per cent, and in southern and 
western cities 5.70 per cent. In 1929 the 
rates were 5.88 per cent, 6.04 per cent 
and 6.14 per cent, respectively. Those 
were the days of high demand for money. 
By 1931 when the demand fell off the 
rates had fallen to 4.22 per cent, 4.61 
per cent and 5.39 per cent, respectively. 
In 1932, however, there was a rise to 
4.49 per cent, 5.05 per cent, and 5.62 
per cent, as a result of the condition 
of the banks rather than of a demand 
for or a decrease in the supply of money. 


PROSPECT 


SINCE that time there has been a 
steady decrease to 4.02 per cent, 4.83 
per cent and 5.56 per cent, respectively, 
in 1933, apparently reflecting the influ- 
ence of the open market policy in the 
face of an outflow of gold, and then a 
more rapid decline under the progres- 
sive influence of gold imports, until the 
average rates for June last were 2.44 
per cent in New York City, 3.51 per 
cent in eastern and northern cities and 
4.39 per cent in southern and western 
cities. 

Nor does there seem to be any pros- 
pect of firmer rates in the face of in- 
creased member bank reserve require- 
ments. Rateson prime four- tosix-month 
commercial paper and prime bankers’ 
acceptances have been unchanged for 
many months with no signs of im- 
provement. Stock exchange call loans 
have advanced from 0.25 per cent a 
year ago to 1 per cent in June, but this 
has been due more to the combined 
action of the banks than to any change 
in the supply of or demand for money. 
There has been a slight advance in 
rates on Treasury 273-day bills since 
the beginning of the year, but this 
change has had no appreciable effect 
upon rates of interest on loans. 


Chairman Marriner S. Eccles of the 
Reserve Board reports that the increase 
“already has had the effect of reducing 
excess reserves and should have no 
effect on the short and long term credit 
situation. Excess reserves are universal 
among banks and with few exceptions 
the banks will be able to meet require- 
ments without borrowing from the Re- 
serve System or reducing their loans or 
investments. There is no reason why 
higher reserve requirements should in- 
crease rates of interest after they be- 
come effective.” Inasmuch as Mr. Ec- 
cles is somewhat in the position of being 
able to make his statement good the 
latter seems to be more of a promise 
than a prediction. 

The reduction of interest rates in 
other countries has not been as uniform 
and as steady as in the United States 
for the reason that from time to time 
local political or financial develop- 
ments or rapidly changing world condi- 
tions have interfered with the change. 
The trend, however, is unmistakable 
and in general it is in much the same 
proportion as here. It should be noted, 
also, that in most countries this trend 
has been consciously fostered. To some 
extent it has been made possible by 
conditions in the United States, since 
there is always a more or less conscious 
adjustment of interest rates in the sev- 
eral countries, inevitable where the free 
international movement of capital is 
possible. The point is that governments 
have found it advisable and have not 
hesitated to interfere with the market 
in the interest of the borrower. 


DECEPTIVE FOREIGN RATES 


COMPARISON of rates on loans in 
the several countries is difficult and in 
some cases impossible because condi- 
tions of lending, customs and methods 
of money markets differ, and there are 
at all times, naturally, many local and 
temporary influences affecting the lend- 
ing of money. Quoted rates also do not 
always reflect actual conditions and un- 
less special knowledge of local customs 
and conditions is had conclusions are 
likely to be misleading. This is espe- 
cially true of the official discount rates 
of the central banks. In France, for 
example, the quoted rate of the Bank of 
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By GEORGE E. ANDERSON 


France applies to the whole country. 
In Great Britain the rate of the Bank of 
England is more a standard measure 
than an indication of the rates charged, 
which seldom are the same as the quoted 
rate. Seven-day advances, the usual 
method of borrowing on the market in 
Great Britain, usually bring % of 1 
per cent above the quoted rate. In 
Sweden the custom is exactly the oppo- 
site, banks usually rediscounting at 4 
of 1 per cent below the quoted rate. 
Quoted rates, in short, can be cited only 
as indicating a trend. 

In Europe, also, political and eco- 
nomic conditions have led to such shifts 
in capital, usually represented by ex- 
ports and imports of gold, that central 
bank rates have been arbitrarily raised 
or lowered to counteract such move- 
ments with the result that rates on 
current commercial, mortgage and other 
loans are affected by what are, in effect, 
temporary happenings which do not 
reflect the permanent condition of the 
money market. Between May and June 
1935, for example, Great Britain, the 
Netherlands, Switzerland and France 
raised their loan rates sharply as a 
result of the action of their central 
banks taken to protect their currencies 
from undue appreciation or deprecia- 
tion resulting from international move- 
ments of capital. 

Making due allowances for all such 
temporary interferences, however, it 


appears that the tendency of interest 


rates is downward in all countries ex- 
cept the few affected by special condi- 
tions, such as Italy in its venture in 
Africa and under sanctions. Where this 
downward tendency is interferred with 
by actual monetary conditions, govern- 
ments are intervening and forcing rates 
lower. Between June 1935 and June 
1936 rates in Great Britain on bankers’ 
-day acceptances fell from 0.71 to 
0.55 per cent; on treasury bills from 
0.64 to 0.54 per cent; and on day-to-day 
money the rate remained unchanged at 
0.75 per cent. 

In Germany during the same period 
the private discount rate fell from 3 
per cent to 2.92 per cent; the 30-day 
money rate from 2.93 per cent to 2.89 
per cent; and the day-to-day money 
rate from 3.16 per cent to 2.76 per cent. 
During this 12-month period, however, 
the German (ConTINUED ON PAGE 61) 
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PARADOX 


y* outstanding facts in any review of world interest conditions are 
that the constructive forces of recovery are moving hand in hand with 
the destructive forces of conflict. Moreover, it is the policy of all gov- 
ernments and all central banks to keep rates low, even to force them 
lower, in the theory that easy money is a means of business recovery. 

However strongly that theory may be challenged, its triumph may 
be taken for granted if for no other reason than the political necessities 
of governments in an unsettled world. No doubt the current subnormal 
demand for money would keep rates low if world conditions were such 
that there could be a free interplay of supply and demand as is largely 
the case in Great Britain and the United States at the present time. 
Where natural forces fail to operate in the direction required, however, 
governments step in and interest rates the world over will continue 
low indefinitely —The Author. 
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1,001 Things to Remember 


HE accountant was reminiscing, 

by request. He had been asked to 

recall, from his 20 years’ experience 
as an auditor, a few of the mistakes that 
can creep into bank operation, particu- 
larly among smaller institutions, through 
carelessness, oversight, or lapses and in- 
efficiency in system. 

There were, it seemed, plenty of them. 
They were little things, mostly, but 
none the less embarrassing to the man- 
agement when detected. Also, on occa- 
sion, they were expensive. 

Take, for instance, the matter of gov- 
ernment regulations, state or Federal. 

“We find,” the accountant said, 
“that banks are inclined to be too off- 
hand in the matter of familiarizing 
themselves with these rulings by the 
banking authorities. In every bank there 
is at least one officer who reads and 
studies them, but in how many banks 
are they presented, and explained if 
need be, to the directors? Frankly, I 
don’t know of a single institution that 
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makes a practice of giving its board 
members prompt information about the 
pronouncements of the various govern- 
ment supervising agencies. And yet the 
directors are, in the last analysis, re- 
sponsible for the bank.” 

“All regulations should be read at 
meetings of the board, and that action 
noted in the minutes. The presumption 
is that if this is done each regulation or 
ruling will be referred to the proper 
officer. 

“Tt is well, also, to be sure that the 
key men in each bank have an oppor- 
tunity to see all important papers. This 
can be accomplished by marking each 
one with a rubber stamp so that it can 
be initialed by the various officers. Of 
course, many banks follow such a prac- 
tice; others, however, are more casual. 

“One good example of carelessness in 
regard to regulations is still fresh in my 
memory. It’s hardly a secret that Fed- 
eral Reserve Regulation F, covering 
trust powers of national banks, became 


effective June 1, and that it provides for 
a directors’ committee to supervise each 
institution’s trust investments. Yet a 
month and a half later I ran across a 
bank that didn’t have such a commit- 
tee; furthermore, the directors didn’t 
know that the bank, through oversight, 
had failed to comply with a requirement 
which affected them so directly. 

“A couple of years before the Federal 
Reserve Board issued its regulation pro- 
hibiting the payment of interest on cer- 
tificates of deposit a certain bank had 
issued a C.D. to a woman at 6 per cent 
interest. She put it up as collateral ona 
loan in the same bank. 

“When the regulation came out the 
bank forgot to stop crediting interest. 
The oversight was caught by an exam- 
iner, and a difficult situation was 
avoided. If the bank had turned back 
the C.D. and the woman had demanded 
her interest the bank would have been 
obliged to refuse to pay for the period 
since the regulation was promulgated 
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«—and Some Still Use Outmoded Methods” 


i. then, can the “little things” be given the attention 
which they deserve? In addition to the Federal Reserve 
regulations, there are the bulletins and booklets issued by the 
diferent divisions of the American Bankers Association, 
state associations and clearinghouses; also, articles in 
BankiNG and other bank publications, all of which have 
required considerable effort and represent the best thought 
along many different lines. 

Sometimes, however, the problems discussed are not 
thought to be particularly applicable to the individual 
institution and therefore the informative material is merely 
glanced at and discarded. Then at some future time the 
exact problem does arise, but the banker has forgotten 
where he has seen the solution. He cannot remember whether 
it was in a magazine article or a bulletin from an association. 
So the information is lost to him. 

In most of the larger banks an elaborate library and 
cross-indexing system are maintained. They go to this expense 
because they have found that it pays dividends. While such a 
cost may be impractical for the smaller institution, still the 
same basic principle could be followed. 

A card system indexing all subject matter received from 
. their associations or found in magazines could easily be kept 
up. For example, a card might be headed “Small Loans” and 
on that card could be entered such items as “ Booklet No. 
17, B.M.C.A.B.A.” (standing for Bank Management Com- 
mission of the American Bankers Association); “BANKING 
August 1936, Page 28”; “ BANKING June 1936, Page 22”, etc. 


This method would not prove difficult as there is only a 
limited number of publications and bulletins; yet it would 
enable executives to read up on all of the latest thoughts 
regarding any department just at the time when they were 
interested in improving old departments or inaugurating new 
ones. 

Other classifications, of course, would be “Investments”, 
“Credit”, etc. This work would yield just as great, if not 
greater, dividends to small banks as to large ones. An edu- 
cated man is not one who carries a lot of miscellaneous 
information in his head but is one who knows where to 
obtain any information instantly when required. 

Particularly in these days when so many new things are 
coming up in banking, does it become necessary to have 
some method of keeping track of these new ideas. Too 
frequently when no system is made for filing material it is 
lost or mislaid and although it has undoubtedly reached the 
bank, no one seems to be aware of that fact. This is princi- 
pally because no one is responsible. 

If a stenographer or junior clerk is charged with respon- 
sibility for indexing and filing important material, it can 
easily be located. The bank pays for this material. It is 
prepared only after considerable expense and considerable 
thought and it should be worth the time necessary to take 
care of it and have it readily accessible to executives. 

No one can possibly remember the 1,001 things which it is 
necessary to know, but everyone can know where in- 
stantly to place his finger on 10,000 essential facts. 


and the customer undoubtedly would 
have sued.” 

The accountant smiled. 

“No, I’m not through,” he said. “In 
fact, I’ve hardly started. 

“T wish I had a dollar for every case 
of lapsed fire insurance I’ve found. In 
many banks the mortgage envelopes 
are not properly kept; there is no record 
of whether the mortgagor has paid his 
last premium, thus protecting the bank. 

“When a bank takes over a piece of 
property, obviously the man who is 
losing it loses his feeling of responsibil- 
ity, too. Frequently insurance compa- 
nies get no notices of foreclosures and 
continue to mail the premium notices 
to the owner with whom they have been 
doing business. Unless he’s one man in a 
million he won’t bother to take the no- 
tice to the bank. 

“Speaking of insurance reminds me 
of an interesting case. A man who made 
a bank loan put up his life insurance as 
collateral, assigning the cash surrender 
value and the face of the policy, prop- 
erly executed by the beneficiary, his 
wife. Well, the time came when the 
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man couldn’t pay his premium. The 
bank forgot to check up with him on 
this little point and the company can- 
celled the policy. The only recourse was 
for the bank to get the man to reinstate 
himself by having another examination, 
but that step couldn’t be taken without 
his consent. And he didn’t do it. The 
loan, incidentally, was for several thou- 
sand dollars. 

“Tn one bank I found that the surety 
premium hadn’t been paid, although it 
was 90 days overdue. The officer respon- 
sible had forgotten all about it, prob- 
ably because some clerk had mislaid the 
notice. Believe me, they covered that 
slipup right away. 

“Errors are frequently found in the 
loan department. Here’s a good case in 
illustration: 

“A woman got a $250 collateral loan 
from a bank, giving her saving pass 
book in the same institution as security. 
When the note fell due the customer 
couldn’t make repayment and the bank 
notified her that the collateral would be 
sold, which meant that $250 was charged 
off the balance she had in her account. 


“Well, she didn’t like that and took 
her story to a lawyer. He found that 
when application for the loan was made 
the loan clerk had inadvertently let the 
woman sign a straight note form, rather 
than a collateral blank. The attorney, 
of course, grabbed at this point and 
brought suit for recovery of the savings 
money. The bank paid a thousand dol- 
lars to have the action dropped, and in 
addition recredited the woman with 
her $250. 

“T should add that this happened be- 
tween visits of the bank examiner and 
that the bank had never been audited 
by accountants. 

“To the government examiner and 
independent auditor, all this is old stuff 
because, as I said before, mistakes of 
the kind I have mentioned are surpris- 
ingly numerous, especially in banks of 
smaller size where the officers and clerks 
have many duties and where the facili- 
ties for detecting errors are apt to be 
limited. But attention to little things 
often determines the difference between 
good and average or mediocre manage- 
ment.” 


29 


7 

| 
| 

= 


The Social Security Act and 


. SPECIAL taxation for social security is a new field. The rates planned 
now for the future may seem comparatively low, and the time may come 
when these rates will have to be increased to maintain the purposes of the 
statutes. Take, for example, old-age pensions. States started out with 70 as 
the proper age for pensioning. The Federal Government has set the age 
at 65 and the states will follow suit to get the benefit of Federal appro- 


priations.” 


E scope of this article is limited 
| to those features of the Federal 
Social Security Act* which relate 
to “old-age benefits” (Title II) and 
“unemployment compensation” (Title 
III), the latter involving the taxation 
of national banks by states. The pro- 
visions for old-age benefits contemplate 
taxation by the Federal Government 
only, but unemployment compensation 
is essentially dependent upon state 
taxation and state administration. 

“Federal old-age benefits” (Title II) 
is the creation of a national old-age in- 
surance plan without state participa- 
tion. It is not to be confused with state 
old-age assistance (so-called pension) 
laws. Some 35 states have enacted such 
laws. The Social Security Act (Title I) 
provides for Federal aid to the states 
for old-age assistance and 32 states have 
qualified for Federal aid. 

“Old-age benefits” (Title II) is in 
effect a nation-wide retirement system 
for employees generally. By Title VIII 
income taxes are imposed upon em- 
ployees and excise taxes upon employ- 
ers for that purpose. Such taxes are at 
the same rates upon each class, ranging 
from 1 per cent during 1937, 1938 and 
1939, 114 per cent during the next three 
years, 2 per cent for the following three 
years, 234 per cent for the succeeding 
three-year period ending in 1948, and 
3 per cent thereafter. 


* The eleven titles of the Federal Social Se- 
curity Act are: Title I, Grants to States for Old 
Age Assistance; Title II, Federal Old Age Bene- 
fits; Title III, Grants to States for Unemploy- 
ment Compensation Administration; Title IV, 
Grants to States for Aid to Dependent Chil- 
dren; Title V, Grants to States for Maternal 
and Child Welfare; Title VI, Grants to States 
for Public Health Work; Title VII, Social Se- 
curity Board; Title VIII, Taxes with Respect 
to Employment; Title IX, Tax on Employers 
of Eight or More; Title X, Grants to States for 
Aid to the Blind; Title XI, General Provisions. 
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Title III provides for grants to the 
states for assisting them in the admin- 
istration of their “unemployment com- 
pensation” laws and by Title IX excise 
taxes are imposed upon employers of 
eight or more, with respect to having 
individuals in their employ, on the 
basis of 3 per cent of the annual payroll 
(1 per cent in 1936, and 2 per cent in 
1937). The taxpayer under Title IX 
may credit against the tax thereunder 
the amount of contributions, with re- 
spect to employment during the taxable 
year, into an unemployment fund under 
a state law, not exceeding 90 per cent 
of the Federal tax. As Title III merely 
provides for assisting states in the ad- 
ministration of unemployment compen- 
sation, the states must impose taxes to 
raise the unemployment fund. At the 
end of 1935, nine states and the Dis- 
trict of Columbia had enacted unem- 
pleyment compensation laws. 


U. S. INSTRUMENTALITIES 


TITLES II, VIII and IX all contain 
the same definition of the term “employ- 
ment” and all contain the same excep- 
tion therefrom, to wit, “service per- 
formed in the employ of the United 
States Government or of am instru- 
mentality of the United States”. (Italics 
supplied.) 

It being well settled by repeated de- 
cisions of the U. S. Supreme Court that 
national banking associations are Fed- 
eral instrumentalities, the exception in 
the definition excludes such associations 
from the operation of the foregoing 
titles of the Social Security Act. The 
following decisions consistently regard 
national banking associations as Federal 
instrumentalities: McCulloch v. Mary- 
land, 4 Wheat. 316; Davis v. Elmira 
Savings Bank, 161 U. S. 275, 283; 
Owensboro National Bank v. Owensboro, 


173 U. S. 664, 667; First National Ban} 
of San Jose v. California, 262 U. S. 366 
369; First National Bank of Gui 
Center v. Anderson, 269 U. S. 341, 347. 
Iowa-Des Moines National Bank y. 
Bennett, 284 U.S. 239, 244; Union Ban} 
& Trust Co. v. Phelps, 288 U. S. 181, 
186, 187; Domenech, Treasurer of Puerto 
Rico v. National City Bank of N.Y. 
294 U.S. 199. 

Furthermore, national banking as- 
sociations being Federal instrumental. 
ities can only be taxed by a state by 
express permission of Congress and then 
only on such terms and conditions as 
Congress prescribes. This rule has also 
been consistently adhered to by the 
United States Supreme Court as the 
following cases show: Owensboro No- 
tional Bank v. Owensboro, 173 U. S. 664; 
Bank of California v. Richardson, 248 
U. S. 476; First National Bank v. Hart- 
ford, 273 U. S. 548, 550. 

The Social Security Act contains no 
express grant of power to the states to 
tax national banking associations for 
the purposes of that Act and under the 
present system of raising funds for so- 
cial security by a special tax on pay- 
rolls, national banks cannot be brought 
within state social security acts. The 
Comptroller of the Currency by a mem- 
orandum dated August 28, 1934, on the 
Wisconsin Unemployment Act, reaches 
that conclusion. He says: 

“Tt would seem clear that as a tax 
measure, the Wisconsin statute can 
have no application to national banks.” 

When the Social Security Bill (H. R. 
7260) was before the Senate on June 18, 
1935, Senator Harrison in the course of 
the debate (Congressional Record, Vol. 
79, p. 9920) stated: “The Senator from 
Missouri will recall that the bill espe 
cially exempts Government agencies 
and Government employees, also such 
persons as are employed by a national 
bank.” 

Only if there is ambiguity in the 
language of a statute is construction 
necessary and then other aids may be 
employed to ascertain the legislative 
intent. So if there is any ambiguity with 
respect to the term “ Federal instrumen- 
tality” as used in the Social Security 
Act, Senator Harrison’s explanatory 
statement above may be resorted to, as 
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ji Taxation of National Banks 


By MARTIN SAXE 


“in the nature of a supplemental report 
made by the committee member in 
charge of a bill in the course of passage”. 
(Duplex Co. v. Deering, 254 U. S. 443, 
474, 475.) 

Regulations 90, promulgated by the 
Secretary of the Treasury, with respect 
to the taxes imposed by Title IX of the 
Social Security Act, provides as follows: 

“Article 206(5)-(6). Government 
employees.—Services performed by 
Federal and state employees are ex- 
cepted. The exception extends to ev- 
ery service performed by an individ- 
ual in the employ of the United 
States, the several States, the District 
of Columbia, or the Territory of 
Alaska or Hawaii, or any political 
subdivision or instrumentality thereof, 
including every unit or agency of 
government, without distinction be- 
tween those exercising functions of a 
governmental nature and those ex- 
ercising functions of a proprietary 
nature.” (Italics supplied.) 

The Treasury has also ruled that 
since the exception in Title VIII is 
identical with that contained in Title 
IX, Regulations 90 is equally applicable 
to Title VIII. 

In response to the official request of 
the Comptroller of the Currency for a 
specific ruling as to whether national 
banking associations are instrumen- 
talities of the United States within 
the meaning of Sections 210(b)(5), 
811(b)(6) and 907(c)(5) of the Social 
Security Act, the Commissioner of In- 
ternal Revenue replied, in substance, as 
follows: 

“The sections read as follows: 
‘The term “employment” means any 
service, of whatever nature, per- 
formed within the United States by 
an employee for his employer, ex- 
* © 
‘Service performed in the employ of 
the United States Government, or of 
an instrumentality of the United 
States’. 

“The language of the statute ap- 
plies in its terms to all employees of 
the United States Government and 
of all instrumentalities thereof, and 
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“Tr social security is to become a permanent feature of American eco- 
nomic life and developed through Congressional action, then provision 
should be made by Federal law so that states may not have the power to 
affect the integrity of the national banking system. In amending the 
Social Security Act so as to include the employees of national banks 
within the benefited classes, any powers granted to the states in connec- 
tion therewith must be soundly conditioned and carefully circumscribed 
in line with traditional Congressional policy.” 


there is nothing in the Act to indicate 
an intention to limit its application 
to employees engaged in activities of 
an essentially governmental nature. 
A contrary intention is indicated by 
the fact that sections 811(b)(7) and 
907(c)(6) as they appeared in the 
bill for the Act as submitted to the 
House Ways and Means Committee 
contained the additional clause ‘in 
the course of the exercise of an essen- 
tial governmental function’, and that 
such clause was deleted before the 
bill was enacted. Moreover, since the 
same exemption is given with respect 
to employees of the United States 
Government and its instrumentalities 
as is given with respect to employees 
of a state or its instrumentalities, it 
is indicated that there was no inten- 
tion to grant the exemption to merely 
such employments as were protected 
by the constitutional limitation against 
taxation. 


McCULLOCH V. MARYLAND 


“IN Davis v. Elmira Savings Bank, 
161 U. S. 283, it is stated, following 
McCulloch v. Maryland, 4 Wheat. 
316, that: 

“National banks are instrumen- 
talities of the Federal Government, 
created for a public purpose, and as 
such necessarily subject to the para- 
mount authority of the United States.’ 

“The conclusion is based on the 
fact that such banks are required 
‘for the fiscal operations of the Gov- 
ernment.’ As stated by Chief Justice 
Marshall in McCulloch v. Maryland, 
supra, the bank is ‘employed with 
other means to carry into execution 
the powers of the government.’ 

“There is no indication that Con- 
gress intended, in the Social Security 
Act, to use the term ‘instrumental- 


ity’ of government in any different 
sense than it has been used by the 
Supreme Court. On the contrary, in 
the Congressional Record for June 18, 
1935, page 9920, appears a statement 
of Senator Harrison that employees 
of national banks and of banks which 
are a part of the Federal Reserve 
System are exempt. 


THE BUREAU’S OPINION 


“TT is, therefore, the opinion of 
this Bureau that national banks are 
instrumentalities of the United States 
within the meaning of the above- 
quoted provisions of the Social Secur- 
ity Act, and that neither the banks 
nor their employees are subject to 
the taxes imposed by the Act.” * 
Now to bring national banking as- 
sociations within the purview of the So- 
cial Security Act, amendment thereof 
is necessary; and the Social Security 
Board has indicated that it will call the 
desirability of such amendment to the 
attention of Congress at its next session. 
It is hardly conceivable that it will 
be proposed to amend the Act by 
merely removing the present exemption 
of such Federal instrumentalities as na- 
tional banking associations, without 
affording to them the safeguards which 
long-established Congressional policy 
has continuously pursued for the conser- 
vation of the national banking system. 
A fundamental design of the Social 
Security Act is to induce the states to 
enact social security laws by the making 
of Federal money grants conditioned 
upon meeting the requirements under 
the Social Security Act. Hence, if na- 
tional banks are to be made subject to 


* For official Treasury ruling see Internal 
Revenue Bulletin, July 27, 1936, Vol. XX, No. 
33, p. 19. 

(CONTINUED ON PAGE 79) 
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ACME INTERNATIONAL 


J. P. Morgan boards his yacht for a cruise to Europe. Colonel Lindbergh and 
General Goering examine a ceremonial sword prior to the Colonel’s broadcast of 
a plea for peace. Drought-ridden farmers work on water conservation projects, 
Premier Aberhart gives prosperity another push. In Spain there is little rest for 
anyone, but these Loyalists get what they can under a portrait of Stalin and Lenin 
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Modern San Francisco’s financial district 
California Street in 1875. This is the year the A.B.A. held its first meeting in Saratoga Springs, N. Y. 
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The St. Francis Hotel, Convention headquarters 


Left, Lakeside Country Club, where the golf tournament will be held; right, the Geary Theater, where the Convention will meet 
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THE AMERICAN BANKERS ASSOCIATION CONVENTION 


CLEARINGHOUSE ROUND TABLE 
CONFERENCE 
St. Francis Hotel 
Mezzanine Floor, Colonial Ballroom 
Monday, September 21 


CONFERENCE UNDER AUSPICES OF BANK 
MANAGEMENT COMMISSION 


P. D. Houston, Chairman 


9:30 A.M. 
Introducing General Theme of Conference— 


‘Practical Bank Operation” . .P. D. HOUSTON 
Chairman of Board 
American National Bank 
Nashville, Tennessee 
Sources OF INCOME 
..J. HARVIE WILKINSON, JR., 
Vice-President 
State-Planters Bank & Trust Co. 
Richmond, Virginia 
“Loan Policies and Personal In- 
come Loans”...... . ....E. A. MATTISON 
Vice-President 
Bank of America N. T. & S. A. 
San Francisco, California 
** Account Analysis and Rates for Banking 
Services”... ... .......J. M. SORENSEN 
Vice-President 
Stephens National Bank 
Fremont, Nebraska 
EXPENSE CONTROL 
Vice-President 
American Trust Company 
San Francisco, California 
*‘Modern Mechanical Equipment as a 
Factor in Operating Efficiency and 
DARREL G. ENSIGN 
Assistant Cashier 
Utah State National Bank 
Salt Lake City, Utah 
“Economies in Buying Supplies”...WILLIAM C. TOMPKINS 
Auditor 
First National Bank 
St. Louis, Missouri 


“Security Policies”’. 


Forum Discussion and Questions 


SAVINGS DIVISION 
St. Francis Hotel 
Mezzanine Floor, Colonial Ballroom 


Monday, September 21 
2:00 P.M. 


Call to Order...... ... President 


PHILIP A. BENSON 
“Outlook for Savings” —Address of the President 
“Problems of the Institutional 
Bateman, Eichler & Company 
Los Angeles, California 
“‘ Adaptation of Mortgage Lending to 
Modern Conditions”. ...... ... HAROLD STONE 
President 
Savings Banks Association of 
the State of New York 
New York, New York 
‘Man: A Saving Animal”.......DR. RAY LYMAN WILBUR 
President 
Stanford University 


Forum Discussion 
Unfinished Business 

New Business 

Reports of Committees 

Election and Installation of Officers 


STATE SECRETARIES SECTION 
St. Francis Hotel 
Mezzanine Floor, Borgia Room 
Monday, September 21 


2:00 P.M. 
Board of Control] and General Meeting 
Annual Report of the President 
Appointment of Committees 
Reports of Standing Committees: 
Insurance and Protection....... William Duncan, Chairman 
State Bankers Association Management 
W. Gordon Brown, Chairman 


State Legislation. . C. C. Wattam, Chairman 


“Summary: Study of Government 
Lending Agencies” . WOOD NETHERLAND 

Vice-President 

Mercantile-Commerce Bank & 

Trust Company 

St. Louis, Missouri 
Discussion 

Round Table Discussion of Timely Topics of 

Interest to State Secretaries 
Forum Discussion 

Unfinished Business 

Reports of Committees 

Election and Installation of Officers 


CONSTRUCTIVE CUSTOMER RELATIONS 
CLINIC 
St. Francis Hotel 
Mezzanine Floor, Colonial Ballroom 
Monday, September 21 


7:30 P.M. 
RUDOLF S. HECHT 
Chairman 
Public Education Commission 
“Knowing the Facts”........ -HARRY R. SMITH 


Assistant Vice-President 
Bank of America N. T. & S. A. 
San Francisco, California 
HELEN KAVANAUGH 
Wells Fargo Bank & Union Trust Co. 
San Francisco, California 
“Customer Relations Inside and 
Outside the Bank’’. . ..DUNLAP C. CLARK 
President 
The American National Bank 
Kalamazoo, Michigan 


“Women Customers’’. . . 


Radio Broadcast 
Stanley Ikerd, Business Manager of the Los Angeles 
Chapter of A. I. B., wrote the script. Members of Los 
Angeles Chapter will do the broadcasting 
Miniature A. P. Giannini Public 
Speaking Contest. 


_. Representatives from four 
Northern California chapters 
of A. I. B. 
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THE AMERICAN BANKERS ASSOCIATION CONVENTION 


FIRST GENERAL SESSION 
Geary Theatre 
Tuesday, September 22 
9:45 A.M. 
Music 
10:00 A.M.-- Sharp (Please be on time) 
Call to Order .. President 
ROBERT V. FLEMING 
Invocation 
Address of the President 
Report Official Acts and Proceedings of Executive Council 
Appointment of Resolutions Committee 
Address .. HONORABLE JESSE H. JONES 
Chairman, R.F.C. 
Chairman, The National Bank of 


Commerce, Houston, Texas 
“\ Bank’s Investment Portfolio” 


LINDSAY BRADFORD 
President 
City Bank Farmers Trust Company 
New York, New York 
Communications and announcements 


STATE BANK DIVISION 
St. Francis Hotel 
Mezzanine Floor, Colonial Ballroom 
Tuesday, September 22 


2:00 P.M. 
Call to Order... ... ..... President 


FRED B. BRADY 
Address of the President 


Appointment of Committees 
“Country Bank Earnings—Why and 
... HARRY A. BRYANT 
President 
Parsons Commercial Bank 


Parsons, Kansas 

“What’s in the Customer’s Mind about 
Banking” A. L. M. WIGGINS 

President 

Bank of Hartsville 


Hartsville, South Carolina 
Forum Discussion 


Unfinished and new business 
Reports of Committees, Election and Installation of Officers 


TRUST DIVISION 
St. Francis Hotel 
Mezzanine Floor, Parlors 1 and 2 
Tuesday, September 22 
2:00 P.M. 
Meeting for elections only 


SECOND GENERAL SESSION 
Geary Theatre 
Wednesday, September 23 

9:45 A.M. 

Music 
10:00 A.M.—Sharp (Please be on time) 

Call to Order... . President 
ROBERT V. FLEMING 
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Invocation 


“Make Haste Slowly”... LEROY A. LINCOLN 


President 
Metropolitan Life Insurance Co. 
New York, New York 
“The Bankers Part in Trust Service” 
GILBERT T. STEPHENSON 
Vice-President 
Equitable Trust Company 


Wilmington, Delaware 
Report of the Resolutions Committee 


Report of Nominating Committee and Election of Officers 
Communications 


NATIONAL BANK DIVISION 
St. Francis Hotel 
Mezzanine Floor, Colonial Ballroom 
Wednesday, September 23 


2:00 P.M. 


Call to Order President 


W. ALLENDOERFER 
Address of the President 


Appointment of Committees 
“Real Estate Loans for National 
Banks”. . . .RUSSELL G. SMITH 
Cashier 
Bank of America N. T. & S. A. 
San Francisco, California 
“The Bond Account from a Bank 
President’s Viewpoint”........... ANDREW PRICE 
President 
National Bank of Commerce 


Seattle, Washington 
Unfinished and new business 


Reports of Committees, Election and Installation of Officers 


THIRD GENERAL SESSION 
Geary Theatre 
Thursday, September 24 
9:45 A.M. 
Music 


10:00 A.M.—Sharp (Please be on time) 


Call to Order President 


ROBERT V. FLEMING 
Invocation 
“Hero or Villain”. ..CLARENCE FRANCIS 
President 
General Foods Corporation 
New York, New York 
‘Ts Democracy in Banking on the Way Out?”. MERLE THORPE 
Editor & Publisher 
Nation’s Business 
Washington, D. C. 
“Business and Education”... LELAND WHITMAN CUTLER 
President Board of Trustees 


Stanford University 
Unfinished and new business 


Installation of Officers and announcements 
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Above: left, Fred B. Brady, President of the State Bank 
Division and vice-president of the Commerce Trust Com- 
pany, Kansas City, Missouri; right, Philip A. Benson, Presi- 
dent of the Savings Division and president of the Dime Sav- 
ings Bank, Brooklyn, New York. 


At the right: Carl W. Allendoerfer, President of the National 
Bank Division and executive vice-president of the First Na- 
tional Bank, Kansas City, Missouri. 


Below: left, Henry Verdelin, President of the American 
Institute of Banking and assistant vice-president of the First 
Service Corporation, Minneapolis; right, Merrel P. Callaway, 
President of the Trust Division and vice-president of the 
Guaranty Trust Company, New York. 
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The Condition of BUSINESS 


Is Ir REAL Recovery? Fall trade prospects are bright 
and the prevailing attitude in most quarters is hopeful. A 
great many persons are beginning to ask if recovery thus 
far in the United States has been genuine or an illusion. 
But whatever doubts may be felt on that score have not 
interfered much with industry’s preparations for more re- 
covery, and irrepressible optimism proceeds hand in hand 
with very serious economic problems. 

The ultimate results of the drought, social unrest here and 
abroad, threats of war in Europe and Asia, burdensome and 
strange forms of taxation, politics, the rumbles of approach- 
ing labor troubles, and more politics, are some of the prob- 
lems. Financial and business interests, however, can find 
even more fundamental things to be concerned about, par- 
ticularly the after effects of powerful stimulants which have 
been injected into business by the Government. The un- 
balanced budget is a kind of skeleton in the closet of re- 
covery. Business men are well aware that the outpouring 
of public funds cannot continue. There is a limit and a great 
many individuals believe it is already in sight. 

Boom, Atmost. Superficially, at least, business is almost 
ina boom. A year ago the question was whether an upturn 
would occur this Fall or not, whereas the only question now 
is how far the rise will go. 

Consumer demand continues unabated, retail and whole- 
sale trade are running far above last year, Summer industrial 
activity exceeded expectations in practically every field, 
factory employment and payrolls are up, the general activity 
in consumption goods is having its effect on the heavy goods 
industries—in short, the outlook, from a statistical point 
of view, is distinctly promising. 

DrouGHT RELIEF AND Prices. Some optimism is possible 
even with respect to the drought. Thousands of individual 
farmers will suffer as a result of the shortage of water but 
Government aid will keep their distress from becoming acute. 
Farmers with crops to be disposed of will benefit from the 
rise in prices of grains and livestock dependent on them and 
it now seems doubtful if the net income of agriculture will 
be seriously reduced. Higher prices for food represent a 
drain on the consuming public which will be felt sooner or 
later in every line of trade. Higher expenditures for food 
mean lower expenditures for other things. 

Outside of the drought-stricken area crops in general are 
good. Cotton promises to reach a production of 12,500,000 
bales and prices are relatively high without any manipulation 
by the Government. 

BorrowErS More Numerous. Commercial lending by 
banks shows a marked upward tendency and the outlook, 
judged by this important index, is more promising. Indus- 
trial and commercial loans are considerably above the levels 
of a year ago and there is every indication that they will 
expand as more extensive business commitments are under- 
taken in the Fall. Borrowers who are in the market seem 
to be using commercial paper more freely in their financing. 
_ RESERVE REQUIREMENTS. Money continues easy with no 
Important change in prospect. The increase in required 
member bank reserves was followed by a very slight hard- 
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ening of short term rates. There were surprisingly few note- 
worthy effects of this epochal action on the part of the Re- 
serve Board, beyond the reassuring fact that the Federal 
banking authorities are willing to act to prevent credit 
inflation. 

INVESTMENT DEMAND. First class municipal and state 
bonds are improving and these issues, generally speaking, 
occupy a seller’s market. In addition to the normal institu- 
tional demand, there are more inquiries from wealthy 
individuals. 

In spite of the seasonal dullness in the investment de- 
mand, underwriters have found a ready market for most of 
the loans recently placed. One feature of the trading is an 
increasing demand for secondary railway liens, a condition 
arising from current improvement in railway earnings. 

WIDESPREAD MERCANTILE Activity. Wholesalers in prac- 
tically all lines of food, clothing, household equipment and 
personal supplies report the best July-August season since 
1930. Home furnishings of all sorts have shown particularly 
gratifying activity and the apparel trades report a favorable 
condition. 

Naturally this is reflected in the textile industries. Cotton 
mills, especially in the South, are operating at capacity and 
orders for future delivery are being taken subject to price 
adjustments. Rayon mills report similar conditions while the 
woolen mills continue in a fairly favorable position. 

The silk trade is fairly active while shoe manufacturers are 
again operating at capacity. Dry goods wholesalers report 
orders in advance of those of a year ago of from 25 per cent 
to 40 per cent in various lines. 

Buyers for the Fall trade in practically all wholesale centers 
have been more numerous than in any year since 1929 and 
they have been placing substantially larger orders. Signifi- 
cant of all this activity is an increased demand for higher 
priced articles—furniture, jewelry, hardware, sporting and 
vacation goods. Heavy tourist travel is reported from all 
parts of the country, especially in New England and on the 
Pacific Coast. 

VETERANS’ AND FARMERS’ Girts. Merchants generally 
feel that their sales have been augmented by the distribution 
of the soldiers’ bonus, although it is impossible to estimate 
accurately the extent of the influence. Up to mid-August 
the Government had paid out approximately $1,250,000,000 
to the veterans in cash, most of which has probably been 
spent. Government payments to farmers have also been 
influential and it is significant that the sales of motor cars 
to farmers so far this year have been the heaviest since the 
depression began. 

LARGER Payro_ts. More effective has been the accumu- 
lating influence of larger payrolls and increasing employ- 
ment. These have not only augmented the buying power of 
the average consumer but have also given more assurance of 
future stability of employment and wages and stimulated 
the will to buy. 

STEEL Out Look. Industrial activity has continued un- 
abated in a contra-seasonal trend and the dominating fea- 
ture has been constantly improving conditions in the dura- 
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ble goods industries. Steel has continued its activity during 
the past month at around 72 per cent of capacity with enough 
orders in hand to continue similar activity in September 
and a bright outlook for the Fall and early Winter. 

Much of the current activity represents filling orders 
received before the price rise but enough new orders are in 
hand to keep the pace. 

RaILROAD Earnincs. One factor in the steel record is 
improving railway earnings which are promptly reflected 
in new orders for equipment. There seems to be no further 
doubt that this improvement is well enough established to 
insure the covering of fixed charges of the roads for this year 
—the first time since 1931. In the past two months orders for 
new cars and other equipment have been the highest since 
1929. This situation reflects the increase in freight car load- 
ings, which have averaged approximately 30 per cent above 
the corresponding period of last year. 

More TELEPHONES. The number of telephones in use has 
increased steadily every month during the current year, the 
Bell system reporting an increase of 28,600 for July as com- 
pared with a loss of 22,900 in the same month last year. 

ELECTRICITY AND UTILITIES. Demand for electrical power 
has been running 10 per cent above that of a year ago and 
this has caused increased activity in the manufacture of 
electrical equipment. Many utility companies, however, are 
withholding orders until the status of the business as affected 
by current litigation is established. One result of activity 
in this direction has been mounting demand for copper 
and the metal has benefited also from an increased export 
demand. 

AUTOMOBILES. The long anticipated lull in the automobile 
trade has come later and promises to be of shorter duration 
than expected. The record for the year to date runs ap- 
proximately 11 per cent above that of a year ago and marks 
the second best period of the sort in the history of the in- 
dustry. 


Autumn Buitp1nc. Construction during the Summer has 
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continued at about 50 per cent increase over a year ago 
witnessing a slight decrease in non-residential construction 
during July and August as compared with the Spring months 
while residential construction has continued to advance. 
The promise of further improvement in the construction 
situation in the Autumn seems good. 

To supply the needs of both present and immediately 
future activities manufacturers of building materials report 
steadily improving conditions. A gain of over 80 per cent 
in the sales of bricks in the first seven months of this year 
over last is reported with firm prices. 

Manufacturers of cement report their Summer shipments 
at the highest level since 1931, a rise of more than 62 per 
cent compared with last year. Output of plate glass has 
reached record levels, partly due to the automobile trade 
and window-glass makers report a satisfactory advance, _ 

MacutneE Toots. Orders for machine tools have reached 
a new high since 1929. June and July orders approximated 
30 per cent above the 1926 average with indications of a 
very slight, if any, falling off in August. Export orders have 
had an important part in establishing the record which also 
has been affected by the prospect of higher prices. 

Activity IN GENERAL, Sales of agricultural machinery 
have held up remarkably well in view of the effects of the 
drought. The demand for industrial chemicals has shown 
only moderate slackening this Summer and the indications 
are that August will be an unusually good month considering 
the season, with Autumn prospects satisfactory. Shipments 
of bituminous coal have continued at a record rate in the 
Northwest and have been well maintained elsewhere. An- 
thracite sales are increasing after a poor second quarter. 

Sales of office equipment have been good for this season 
of the year. General indexes of industrial activity by various 
authorities, adjusted for seasonal variations, average one- 
third above those of a year ago, the record being due very 
largely to improvement in nearly all classes of heavy and 
capital goods industries. 
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Government Banking 


Since February, 1932 


A: THE rate of liquidation attained during the first half 
of the current year the banks and trust companies of the 
United States will have discharged their indebtedness to the 
Reconstruction Finance Corporation by the first of next 
January. The great task of maneuvering these institutions 
out of the shoal water of frozen assets into the open sea, 
which began on February 2, 1932, will have been brought to 
aclose. This certainly is the prospect for banks now in active 
operation. The outlook for the liquidation of the indebted- 
ness of closed banks is not so good although the work is 
proceeding rapidly. It is likely, of course, that before com- 
plete liquidation of the debts of all banks can be reached 
some unusually slow paper in unusually slow banks will re- 
tard the process and there will be a small but temporarily 
irreducible hangover. This prospect, also, does not include 
the R.F.C. subscriptions to preferred stock and other capital 
funds of banks or any other phase of capitalization, although 
this, too, is being discharged somewhat faster than generally 
expected. 


IS rapid liquidation has two phases, both of which are 
significant. Some of the banks have followed the policy 
of discharging their debt to the R.F.C. as fast as debts 

due them, and pledged with the Corporation as collateral, 
have been discharged. Hence the liquidation of R.F.C. loans 
reflects not only improved conditions in the banks but also 
represents financial recovery among the many thousands of 
bank clients whose frozen assets were the cause of bank in- 
debtedness to the R.F.C. in the first place. In the case of 
closed banks liquidation of the R.F.C. loans depends entirely 
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THE FIRST R.F.C. BOARD 


This photograph, taken February 2, 
1932, shows the officers of the then new 
Reconstruction Finance Corporation. 
Left to right, they are: Paul Bestor, 
Federal Farm Loan Commissioner; Og- 
den Mills, Undersecretary of the Treas- 
ury; Harvey C. Couch, Jesse Jones, 
Charles G. Dawes (president of the cor- 
poration), and Eugene Meyer, Governor 
of the Federal Reserve Board 


upon the financial recovery of borrowers from the banks or 
improved prices for investments. In such banks, also, the 
discharge of indebtedness to the R.F.C. has been subordi- 
nated so far as possible to the release of funds to depositors 
and much of the indebtedness of closed banks represents 
R.F.C. advances in recent months for that purpose. 


BETTER EARNING POSITION 


ON the other hand, many banks in active operation have 
followed the policy of redeeming their pledged collateral as 
rapidly as possible as a means of bettering their earning posi- 
tion. It will be recollected that the law governing the grant 
of loans by the R.F.C. required that such advances be “ade- 
quately secured”. In R.F.C. parlance this means nailed 
down, hard and fast. Much of the slow paper which the 
banks pledged for loans represents profitable investments, 
and since bank liquidity is no longer the central problem it 
was three and four years ago many banks are using their in- 
creasing deposits, which have been so freely overflowing into 
excess reserves, to take up these slow but good loans and re- 
tain them in their portfolios. For this course they have the 
double incentive of stopping interest and increasing their 
earnings. More liberal rediscount privileges afforded by the 
Reserve System have rendered this course safe as well as 
profitable. Besides, most banks are anxious to get out and 
keep out of debt. 

The record of the banks in this respect in the past two 
years, and especially within the past 12 months, is remark- 
able. From the beginning of its operations up to June 30 last, 
the R.F.C. authorized loans of $2,563,556,000 to open and 
closed banks—$1,339,556,000 to banks in operation at the 
time and $1,224,000,000 to receivers, conservators, or other 
liquidating agents of closed banks, and in some cases to 
mortgage loan companies organized to take over bank assets 
and to aid in the reorganization of closed banks. 

(CONTINUED ON PAGE 64) 
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substantial savings 


with RECORDAK? 


§ yours a small bank? Are you anxious to mutual safeguard for both bank and depositor 
reduce operating costs? If so, you will be ... and, all in all, greatly increasing the facili- 
keenly interested in the statement at the left, as ties for service to customers. 
presented in the free booklet shown below. Let the banks themselves give you the full 
Some small banks have mistakenly assumed story of Recordak’s money-saving performance 
that Recordak is a “big bank accounting sys- in their own words, from their own experience. 
tem.” It is not. For every Recordak serving a Mail the coupon for your copy of “Corner- 
big bank, there are more than three at work in stone.” Recordak Corporation (subsidiary of 
small banks ... saving as much as 45% net in Eastman Kodak Company), 350 Madison Ave- 
per item costs—up to 904% in storage space... nue, New York City. 
providing complete records ... protecting 
against alterations and forgeries... furnishing 
precise film records of customers’ checks, asa 


‘‘Cornerstone’’ re- 


mall banks 
as well as large, they 
report reduced oper- 
ating costs, in- 
creased efficiency 
and safety. 


Recordak serves hundreds RECORDAK CORPORATION 


of small banks; it can easily 350 Madison Avenue, New York City 
be adapted to your particu- i 
lar requirements. Name 


% 


Title 


small community banks Name of Bank 


City 
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Customer Relations Clinic 


AYS for giving the public the 

\\ facts about banking through 

public education will be dis- 
cussed and explained at the third an- 
nual customer relations clinic at the 
San Francisco Convention of the Ameri- 
can Bankers Association. Monday eve- 
ning, September. 21, the first day of 
the Convention, has been reserved 
for the clinic. 

This interesting meeting will present 
a picture of how all phases of the As- 
sociation’s educational work fit together 
in a comprehensive effort to promote 
a better understanding of banking. 
The clinic will explain the work of the 
American Institute of Banking and the 
Graduate School, showing how they 
function as agencies for broadening 
the professional background and equip- 
ment of bankers. 

Proper methods of dealing with or- 
ganized women’s groups throughout 
the country will be suggested, and there 
will bea discussion of customer relations 
conferences and public education talks. 

Two particularly interesting features 
of the clinic are a demonstration of 
how the Public Education Commission 
cooperates with radio stations, and a 
miniature public speaking contest. Ap- 
pearing in the latter will be representa- 
tives of four American Institute of 
Banking chapters in Northern Califor- 
nia, competing under the auspices of 
the A. P. Giannini Educational Endow- 
ment. 

The presiding officer at the clinic 
is to be Rudolf S. Hecht, chairman of 
the board, Hibernia National Bank, 
New Orleans, and Chairman of the 
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Association’s Public Education Com- 
mission. Topics and speakers are: 

“Knowing the Facts”, Harry R. 
Smith, assistant vice-president, Bank 
of America National Trust and Savings 
Association, San Francisco; “Women 
Customers”, Helen Kavanaugh, Wells 
Fargo Bank & Union Trust Company, 
San Francisco; “Customer Relations 
Inside and Qutside the Bank”’, Dunlap 
C. Clark, president, The American 
National Bank, Kalamazoo, Michigan. 

A demonstration of a radio broadcast 
will be presented by members of Los 
Angeles Chapter, A.I.B. The script was 
written by Stanley Ikerd, business 
manager of the chapter. 

The clinic will have as its guests of 
honor Robert V. Fleming, President 
of the American Bankers Association; 
Henry Verdelin, President of the Ameri- 
can Institute of Banking; A. P. Gian- 
nini, donor of the A. P. Giannini Edu- 
cational Endowment; and Lewis E. 
Pierson, chairman of the board of 
regents of the Graduate School of 
Banking. 


A. I. B. Radio 


Commencement 


A PROMINENT date on the Septem- 
ber calendar is the 9th, which brings 
the third annual radio commencement 
exercises of the American Institute of 
Banking. 

The speaker this year is Joseph A. 
Broderick, member of the Board of 
Governors of the Federal Reserve 
System, whose talk, “Adult Education 
in Banking”, will be broadcast nation- 
ally at 10:30 o’clock, Eastern Standard 
Time. Through courtesy of the Na- 
tional Broadcasting Company, the Blue 
Network of stations will be available 
for the exercises. 

Approximately 100,000 members of 
the Institute and their friends, assem- 
bled in cities throughout the country 
for the graduation programs of the 


Left, Harry R. Smith, assistant vice- 
president, Bank of America, San Fran- 
cisco, and member of the Executive 
Council of the A.I.B. 


Right, Joseph A. Broderick, member of 
the Board of Governors, Federal Re- 
serve System, and speaker on the A.I.B. 
radio commencement program 


individual chapters, are expected to 
hear Mr. Broderick speak from Wash. 
ington, D. C. He will be introduced by 
Dr. Harold Stonier, educational direc. 
tor of the Institute, who will also greet 
the 2,500 members of the Class of 1936, 

Mr. Broderick, who became a mem- 
ber of the Reserve Board this year, 
served as Superintendent of Banks, 
State of New York, for several years, 
He was chief examiner for the Reserve 
Board from November 1914 to July 
1918, and was Board secretary during 
the following year. From 1919 to 1928 
he was a vice-president of the National 
Bank of Commerce, New York City. 

The chairman of the Institute's 
national radio commencement commit- 
tee is Robert J. Farr, The Philadelphia 
National Bank. Other members are: 
Reuben D. Beckett, City National 
Bank and Trust Company, Chicago; 
E. R. Brown, The Huntington National 
Bank, Columbus, Ohio; E. A. Craig, 
Dorchester Savings Bank, Boston; 
F. M. Dana, Bank of America Na- 
tional Trust and Savings Association, 
San Francisco; Stephen H. Fifield, 
The Barnett National Bank, Jackson- 
ville, Florida; Catherine M. Krieg, 
The Riggs National Bank, Washington, 
D. C.; Genevieve M. Nevin, Northwest 
Bancorporation, Minneapolis; Herbert 
J. Vogelsang, The Marine Trust Com- 
pany, Buffalo; and Ralph L. Watters, 
Lincoln Bank and Trust Company, 
Louisville, Kentucky. 


Trust Conference Program 


THE names of nationally known speak- 
ers appear on the program of the Pacific 
(CONTINUED ON PAGE 48) 
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Ou are ina position 
to help many men save money 


® Certainly few people 
are in a better position to 
suggest sound methods of 
economy than the banker. His 
intimate knowledge of financial 
matters enables him to distin- 
guish between good and bad 
economy measures more clear- 
ly than the average layman is 


capable of doing. 


In the case of Mutual fire insur- 
ance, the great savings factor is 
sometimes overlooked by the 


average man. Yet Mutual fire 


insurance offers one of the 
soundest and safest opportuni- 
ties to save money that the 


world has ever known. 


Mutual fire insurance has been 
saving money for its policy- 
holders consistently for nearly 
200 years. Mutual fire insurance 
can do this because in aim and 
in practice it does not attempt 
to benefit anyone save the 
policyholders themselves. To 
them it offers sound 


protection, intelligent 


service, prompt payment in full 
when losses occur, and the im- 
portant plus of a most sub- 


stantial saving in net cost. 


Let us send you our interesting 
free booklet for your own in- 
formation or your clients’. Fed- 
eration of Mutual Fire Insur- 
ance Companies, 919 North 
Michigan Avenue, Chicago, 


Illinois. 


This seal identifies a member com- 
pany of The Federation of Mutual 
Fire Insurance Companies and the 
American Mutual Alliance. It is a 
symbol of soundness and stability. 


MUTUAL FIRE INSURANCE 
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CALENDAR—Continued 


Coast and Rocky Mountain States 
regional trust conference which is to 
be held September 17-19 in San Fran- 
cisco. 

.The meetings come just prior to the 
annual convention of the American 
Bankers Association, and it is expected 
that they will draw an unusually large 
attendance of trust men from all sec- 
tions of the United States and Canada. 
The three-day program takes the place 
of the conference usually held by the 
Trust Division at the Association 
conventions. 

The general chairman of the confer- 
ence is W. J. Kieferdorf, vice-president 
and senior trust officer, Bank of America 
National Trust and Savings Associa- 
tion, San Francisco. He will make the 
welcoming address at the first session in 
the Hotel St. Francis, Thursday morn- 
ing, September 17. 

Other speakers and subjects at the 
opening meeting are: 

“Trust Division of the American 
Bankers Association—Its Aims and 
Purposes”, Merrel P. Callaway, vice- 
president, Guaranty Trust Company of 
New York, and President, Trust Divi- 
sion, A.B.A.; “ Value of Regional Trust 
Conferences”, Blaine B. Coles, vice- 
president and trust officer, First Na- 
tional Bank of Portland, Oregon, and 
vice-president, Trust Division; “State 
Legislative Trends”, Richard G. Stock- 
ton, vice-president and trust officer, 
Wachovia Bank & Trust Company, 
Winston-Salem, North Carolina; “ Di- 
vorcement of Trust Functions from 


A.B.A. Meetings 


Sept. 17-19 Regional Trust Conference of the 
Pacific Coast and Rocky Moun- 
tain States, San Francisco, Cali- 
fornia 

Sept. 21-24 A.B.A. Convention, St. Francis 
Hotel, San Francisco, California 


State Associations 


Oct. 21-22 Kentucky, Brown Hotel, Louis- 
ville 

Oct. 22-23 Mid-Winter Conference, New 
Jersey, Berkeley-Carteret Hotel, 
Asbury Park 

Oct. 29-30 Nebraska, 
Omaha 

Nov. 6-7 Florida, Tampa 


Hotel Fontenelle, 


Group Meetings 
Sept. 3-4 Savings Banks Association of 
Maine, Breakwater Court, Ken- 
nebunk Port, Maine 
Sept. 9-10 Annual Convention of Wisconsin 
State Chapter, American Insti- 
tute of Banking, Neenah 


Commercial Banks—Its Effect on Cor- 
porate Trust Business, on Trust In- 
stitutions, and on Beneficiaries under 
Trusts”, Robertson Griswold, vice- 
president, Maryland Trust Company, 
Baltimore, and chairman, Executive 
Committee, Trust Division. 

The program for the other meetings: 

Second Session, Thursday P.M., Sep- 
tember 17—H. W. Hinley, trust officer, 
Commercial Security Rank of Ogden, 
Utah, chairman; “State Taxation of 
Trust Income”, Walter L. Nossaman, 
trust counsel, Security-First National 
Bank of Los Angeles; ‘‘ Mortgage Loans 
for Trust Investment”, A. Holt Roude- 
bush, vice-president and counsel, Mis- 
sissippi Valley Trust Company, St. 
Louis; “Real Property Management”, 
R. M. Alton, trust officer, United States 
National Bank of Portland, Oregon; 
“Molding Public Opinion”, Paul P. 
Pullen, manager business development, 
trust department, Chicago Title and 
Trust Company. 

Third Session, Friday A.M., Septem- 
ber 18—A. L. Lathrop, vice-president, 
Union Bank and Trust Company, Los 
Angeles, chairman; ‘Social Security 
Through the Corporate Fiduciaries”, 
J. W. White, trust officer, Mercantile- 
Commerce Bank and Trust Company, 
St. Louis; “Trust Investments and 
Common Stocks”, Harold Eckhart, 
vice-p*esident, Harris Trust & Savings 
Bank, Chicago; ‘‘Full Management 
Agency Accounts”, Walter S. Bucklin, 
president, The National Shawmut Bank, 
Boston; “Securities and Exchange Com- 
mission’s Report to Congress on Certain 
Phases of Corporate Trusteeship”, 


CONVENTIONS 


Sept. 10-12 Massachusetts Savings Banks 
Association, New Ocean House, 
Swampscott 

Sept. 24-25 Savings Banks Association of the 

State of New York, Waldorf- 

Astoria Hotel, New York 


Other Organizations 


Sept. 7-12 Third World Power Conference, 
Washington, D. C. 

Annual Meeting of National As- 
sociation of Sales Finance Com- 
panies, Hot Springs, Virginia 
Financial Advertisers Associa- 
tion, Nashville, Tennessee 
Association of Bank Women, 
Western Women’s Club, San 
Francisco, California 

American Transit Association 
and Affiliates, White Sulphur 
Springs, West Virginia 

Morris Plan Bankers Association, 
The Homestead, Hot Springs, 
Virginia 

Conference of Bank Auditors and 


Sept. 14-16 


Sept. 14-17 


Sept. 18-22 


Sept. 20-23 


Sept. 21-23 


Sept. 21-24 


Howard A. Judy, regional adminis 
tor, S. E. C., San Francisco, - 

Fourth Session, Friday P.M., Sep- 
tember 18—George H. Greeny 
president, The Pacific National Bank of 
Seattle, chairman; “Adequacy and 
Methods of Corporate Fiduciary 
H. N. Stronck, technical adviser to 
banks, San Francisco; “What the 
Public Wants to Know About the 
Trust Business”, Merryle Stanley Ry. 
keyser, financial writer and economist, 
New York; “Banking and Gover. 
ment”, Ronald Ransom, vice-chairman 
Board of Governors of the Federal 
Reserve System. 

The Fifth Session, held on the morn. 
ing of September 19, is under the chair. 
manship of H. R. Smith, assistant vice. 
president, Bank of America National 
Trust and Savings Association, San 
Francisco. Norvald Ulvestad, Citizens 
National Trust and Savings Bank, Los 
Angeles, will talk on “Development of 
the Trust Discussion Group in Los 
Angeles”, followed by a trust seminar 
on the subject “Should Trust Depart- 
ments Operate Common Trust Funds?” 
Participants in this discussion are: 
Lloyd Wiseman, Crocker First Na- 
tional Bank of San Francisco; James B, 
Wyman, American Trust Company, 
San Francisco; Lee Sandfort, Bank of 
America N. T. & S. A., San Francisco; 
Emil Andker, Bank of California N. A., 
San Francisco; Roy R. Zellick, Anglo 
California National Bank, San Fran- 
cisco; Kenneth M. Johnson, Bank of 
America N. T. & S. A., San Francisco; 
Barth Ottoboni, Crocker First Na- 

(CONTINUED ON PAGE 50) 


Controllers, San Francisco, Cali- 
fornia 
National Association of Insurance 
Agents, Pittsburgh, Pennsylvania 
Mortgage Bankers Association, 
Hotel Peabody, Memphis, Ten- 
nessee 

Annual Meeting of Association 
of National Advertisers, White 
Sulphur Springs, West Virginia 
Federation of Mutual Fire In- 
surance Companies, Bellevue- 
Stratford Hotel, Philadelphia, 
Pennsylvania 

Annual Convention of the United 
States Building and Loan League, 
New York, N. Y. 

Annual Convention of National 
Association of Real Estate 
Boards, New Orleans, Louisiana 
Annual Convention, National 
Foreign Trade Council, Chicago, 
Illinois 

Investment Bankers Association, 
- Bon Air Hotel, Augusta, Georgia 


BANKING 


12-15 


. 14-16 


Nov. 16-21 


Nov. 18-20 


Dec. 2-6 


| 
| 
| 
| 
| 
| 
Sept. 28- 
Oct. 3 
Oct. 7-9 
Oct 
| 
Oct 
48 
| 


TRADITIONALLY 
A BANKERS’ BANK 


Tue NatTIoNaL is traditionally a 


bankers’ bank. 


From inception, one of its guiding policies has been 


the development of correspondent banking rela- 


tions. For years it has served thousands of the 


country’s leading banks. 


The Chase is outstanding because of 


— the efficient way in which it handles the routine 


daily transactions of its correspondents. 


— the friendly cooperative spirit of its official staff 
and its knowledge of credit, business and financial 


conditions in every section of the country. 


— its value in many matters where its size, prestige 


and connections are important to correspondents. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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tional Bank. An open discussion from 
the floor will be led by Walter R. Wolf, 
vice-president, City Bank Farmers 
Trust Company, New York. 


Bank Women’s Convention 


THE 14th annual convention of the 
Association of Bank Women takes 
place at San Francisco, September 18 
to 22 inclusive, with headquarters at 
the Western Women’s Club. Some of 
the high-spots of the tentative program 
are: 

A luncheon featuring Anita Pollitzer, 
vice-chairman, National Council, Na- 
tional Woman’s Party, whose subject 
will be “Vocations and Avocations”’; 
an address by Miss Esther A. Dayman, 
dean of undergraduate students, Mills 
College, Oakland, on the subject, 
“What of Our College Graduate?”; 
an address by Bernice Berwin of the 
National Broadcasting Company. 

A symposium, “A Woman’s Sphere”, 
with nationally known professional 
women, speaking on the following 
subjects: 

“Modern Educational Trends”, Mrs. 
A. S. Heinemann, assistant superin- 
tendent, Department of Education, 
State of California; “Transportation 
Looks Ahead”, Avis Lobdell, assistant 
to executive vice-president, Union Pa- 
cific Railroad; ‘‘The Judge and Her 
Court”—Honorable Theresa Meikle, 
judge of municipal court, San Fran- 
cisco; “Listen, World!” Elsie Robinson, 
feature writer, King Syndicate; ‘“ Asso- 


Robert W. Sparks, vice-president, Bow- 
ery Savings Bank, New York, and presi- 
dent of the Financial Advertisers Asso- 
ciation, whose convention this year will 
be one of outstanding importance 


BACHRACH 


Miss Susan Sturgis, assistant branch 

manager, First National Bank of Bos- 

ton, and president of the Association of 

Bank Women, will preside at the asso- 
ciation’s convention 


ciation of Bank Women”, Elizabeth S. 
Grover, manager, women’s department, 
Chase National Bank, New York. 

Another luncheon will feature mem- 
bers of the Association of Bank Women 
in a symposium, “Looking Forward”. 
The topics and speakers are: “Training 
for Executive Work”, Lillian M. Russ, 
assistant trust officer, Troy Trust Com- 
pany, Troy, New York; ‘‘What Price 
Progress?”, Harriet McSwean, man- 
ager, savings department, City Na- 
tional Bank, Selma, Alabama; “‘ Public 
Relations”, Gertrude M. Jacobs, assist- 
ant cashier, Marshall & Illsley Bank, 
Milwaukee; “‘ New Business—Advertis- 
ing”, Marion L. Heffron, The Whitney 
National Bank, New Orleans; “‘New 
Business—Radio”, Mrs. Zillah M. Pirie, 
pro-manager, California Bank, Ocean 
Park, California; ‘‘ Footholds—Person- 
ality”, Bertha P. Singer, manager, 
women’s department, First National 
Bank, Portland, Oregon; “ Footholds— 
Training”, Katherine E. Minor, The 
First National Bank of Boston. 

At the annual banquet the principal 
speaker will be Dr. Frederick Philip 
Woellner, Associate Professor of Educa- 
tion, University of California, who will 
talk on “Growing a Mind”. 


Agricultural Breakfast 


THE annual breakfast, sponsored by 
the Agricultural Commission of the 
American Bankers Association, is being 
arranged to take place during the time 
of the Convention at San Francisco. 
The time is Tuesday morning, 8 o’clock, 
September 22, in the Italian room, 
mezzanine floor, St. Francis Hotel. A 


dort 

W. J. Kieferdorf, vice-president and 

senior trust officer, Bank of America, 

San Francisco, and general chairman, 

Pacific Coast and Rocky Mountain 
States Regional Trust Conference 


prominent speaker, well-versed on the 
present agricultural situation, is being 
secured. Bankers and others interested 
in agricultural development are in- 
vited. 

Reservations may be made by writ- 
ing Dan H. Otis, Director Agricultural 
Commission, A.B.A., 522 First Na- 
tional Bank Building, Madison, Wis- 
consin. 


Auditors and Controllers 


COMMITTEE chairmen for the 12th 
annual convention of the National 
Association of Bank Auditors and Con- 
trollers, which takes place in San Fran- 
cisco, September 21-24, have been 
appointed as follows: 

General chairman, J. R. Mitchell, 
assistant cashier, Bank of America, 
National Trust and Savings Associa- 
tion, San Francisco; publicity, F. R. 
Southee, Bank of Montreal, San Fran- 
cisco; speakers, William A. Henderson, 
assistant vice-president, Anglo Cali- 
fornia National Bank, San Francisco; 
registration, B. Kellman, auditor, Pa- 
cific National Bank, San Francisco; 
entertainment, C. R. Kranz, cashier, 
Canadian Bank of Commerce (Cali- 
fornia), San Francisco; hotels, F. H. 
Holman, auditor, Federal Reserve 
Bank, San Francisco; reception, Ray 
W. Ring, auditor, Central Bank of 
Oakland. 

All committees are under the super 
vision of P. H. Homan, assistant audi- 
tor, Bank of California, N.A., San 
Francisco, president of the associa 
tion’s Golden Gate Conference, which 
is the convention host this year. 
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2,000,000,000 Orphan Dollars 


Washington, D. C. 
VE months ago at the annual 
Pineting of the Executive Council 
of the American Bankers Associa- 
tin the Economic Policy Commission 
made a report in which, among other 
things, it called attention to the pros- 
pective influence on interest rates of 
the release of the Treasury’s Stabiliza- 
tio Fund for use in payments on the 
public debt or otherwise. The general 
conclusion of the Commission was that 
sooner or later this fund would become 
a depressing agent on interest returns 
and would tend to prevent a return to 

rates which banks consider liveable. 
Since that time the excess reserve 
situation has been modified by the order 
of the Federal Reserve authorities in- 
creasing the reserves required of mem- 
ber banks by 50 per cent—thus not only 
reducing excess reserves but at the 
same time further limiting the possible 
expansion of excess reserves into effec- 
tive bank credit. Nevertheless, the 
amount of reserves held by the member 
banks in excess of legal requirements 
and a corresponding volume of unem- 
ployed funds in non-member banks at 
the present time indicate that the influ- 
ence of the Stabilization Fund, if and 
when turned into bank deposits, will 
be quite as serious as that contemplated 
by the Economic Policy Commission in 
its report. The subject can hardly be 
considered a theoretical matter, in view 
of the fact that under the law the Stabi- 
lization Fund and the unusual powers 
granted the President in connection 
with it will expire on next January 30. 


OUR OWN PROBLEM 


HOW this great fund can be handled 
without involving credit inflation and 
other damage to business and banking 
presents a question for which so far 
there is no satisfactory answer. The 
fund represents an increment incidental 
to devaluation and therefore is pure in- 
lation. The problem presented is unique, 
inasmuch as devaluation in this country 
was voluntary, in no way due to the 
Government’s financial position, and 
cannot be counteracted by the means 
commonly adopted in other countries 
in similar circumstances. The Exchange 
Equalization Fund in Great Britain, 
lor example, is a direct appropriation 
‘rom the British Treasury to be brought 
into use only as needed. It represents 
no paper profit, has already been run 
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into the credit system and when re- 
turned to the Treasury will represent 
no inflation. There has been no formal 
devaluation of the British pound, tem- 
porary or otherwise. The result is that 
gold in the reserves of the Bank of Eng- 
land is valued at the old rate, equiva- 
lent to $20.67 an ounce, and when the 
British central bank adds to its gold 
stock, as it has been doing lately, it 
purchases gold in the market at the 
new rate of approximately $35 an ounce 
and incurs a loss. This loss will either be 
made good when the pound is formally 
devalued, if ever, or will doubtless be 
taken care of out of the Exchange 
Equalization Fund. 


IN CANADA AND FRANCE 


IN Canada a middle course has been 
followed and a profit from devaluation 
is recognized without formal definite 
devaluation. When the Bank of Canada 
commenced operations in March 1935, 
it acquired gold to the value of $160,- 
584,355, over two-thirds of which came 
from the Dominion Government and 
the chartered banks. This gold was 
paid for at the rate of $20.67 an ounce, 
but by a law known as the Exchange 
Fund Act the bank was required to carry 
its gold at the current market value, 
the result being a paper profit of $73,- 
481,496. Of this profit, however, the 
chartered banks were allowed $10,475,114 
as representing the profit accruing on 
the gold turned over by them to the 
central bank, which had been held 
against their liabilities elsewhere than 
in Canada. The balance of $63,006,382 
was credited to an exchange equaliza- 
tion fund of the Dominion government 
to which future gains or losses will be 
credited or debited. In the meantime the 
gold is carried at the price it would 
bring if shipped to London or New York. 

In Belgium formal and definite de- 
valuation has been completed. When 
Belgium abandoned the gold standard 
in March, 1935, it fixed temporary 
devaluation of the belga at 72 per cent 
of its previous value and passed the 
resulting paper profit to an exchange 
equalization fund. As of March 31 of 
the current year this temporary devalu- 
ation was made permanent and the ex- 
change equalization fund was passed 
into the national Treasury, but instead 
of finding its way directly into the 
Belgian credit structure the increment 
was used to discharge in part the gov- 


ernment’s debt to the central bank 
growing out of the withdrawal of Ger- 
man currency following the World War. 
Similar plans for employing the paper 
profit from devaluation have been fol- 
lowed by other nations at other times, 
but in most cases debts of the govern- 
ment to the central bank, as in the case 
of France’s earlier devaluation of the 
franc, absorbed the increment without 
inflating available bank credit. In such 
cases, in other words, whatever infla- 
tionary effect might have been antici- 
pated from the increment resulting 
from devaluation, had been registered 
before devaluation and entered into the 
latter. Unfortunately or fortunately, as 
one may regard the situation, such a 
method of absorbing the increment is 
not available in the United States. The 
Government may, conceivably, deposit 
the money now in the Stabilization 
Fund in the Reserve banks, but it is 
hardly conceivable that such an amount 
of money would be permitted to remain 
idle for any considerable time. In its 
policy of forcing imported funds into the 
bank credit structure by prohibiting the 
private holdings of gold and in its pres- 
ent and prospective use of the Stabiliza- 
tion Fund, the Federal Government is 
following a course which of necessity 
will continue to pile up unused and un- 
employable funds in the commercial 
banks. The policy is of advantage to 
the Government in its own financing 
but its ultimate effect cannot be other- 
wise than dangerously inflationary. 


ONE THING CERTAIN 


NO ONE outside of the coterie in the 
Treasury operating it knows what the 
Stabilization Fund of the United States 
Treasury has been doing since its estab- 
lishment but it is evident that, what- 
ever its activities, they have not served 
to protect or equalize the credit situa- 
tion in the United States. Since the 
course of dollar exchange has been al- 
most uniformly in this direction the 
Fund has been forced, so far as it has 
done anything at all to stabilize the 
movement of funds, to buy gold on 
balance and run the proceeds into com- 
mercial banks. So far as the matter can 
be traced, it has sold no securities to 
counteract the effect of its gold pur- 
chases by taking corresponding funds 
from the market and reducing excess 
reserves in proportion. 
GeorGE E. ANDERSON 
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By JOHN HANNA 


ike Commodity Credit Corpora- 
t 


ion is a Delaware corporation, cre- 

ated by order of the President in 
1933. Its organization was ratified in 
1935 by an amendment to the Recon- 
struction Finance Corporation Act. 
Under this law the life of the corpora- 
tion as a governmental agency was ex- 
tended to April 1, 1937, unless the 
President sooner terminates its exist- 
ence. 

The purpose of this corporation was 
to finance the carrying and orderly mar- 
keting of agricultural commodities. Un- 
der its charter, however, the corporation 
could do anything necessary to accom- 
plish any of the purposes of several laws 
of vast scope, including N.LR.A., 
A.A.A. and two other agricultural laws, 
the R.F.C. Act and two relief acts. In 
other words, this little corporation, 
which has gone almost unnoticed, has 
corporate powers enough to permit it to 
manage a large part of the government. 


WIDE POWERS 


THE charter further gives it the power 
to deal in agricultural and other com- 
modities. So far as its charter is con- 
cerned, the corporation can sell pickles 
in Brooklyn delicatessens, buy copra in 
the Fiji Islands and rent locomotives in 
Russia. It can hold property anywhere 
in the world. It can carry out all the 
functions of a bank, except that of ac- 
cepting. deposits. It can buy and sell 
stocks and bonds of any sort of corpora- 
tion anywhere. It can engage in transac- 
tions with foreign governments. It can 
lend and borrow without limit. In gen- 
eral, it isa typical Delaware corporation 
of the sort whose enumeration of powers 
is so broad as scarcely to give a clue as 
to its real functions. 

The ‘by-laws, as drafted originally, 
placed no restrictions on the directors. 
The directors may make or alter by- 
laws. All the powers of the corporation 
may be exercised by a committee which 
may consist of as few as two members. 
In the last analysis, therefore, two men 
have the legal authority, so far as the 
corporate papers indicate, to exercise a 
staggering total of authority. 

The minimum stated capital of the 
corporation is $1,000. Its actual capital 
was originally $3,000,000, allocated out 
of an appropriation under N.I.R.A. Its 
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An Incorporeal Corporation 


present capitalization is $100,000,000, 
of which $97,000,000 was recently sub- 
scribed by the R.F.C, The incorporators 
were the Secretary of Agriculture, the 
Secretary of the Treasury and an A.A.A. 
official. The eleven directors include 
eight other Government employees, one 
of whom is the Governor of the Farm 
Credit Administration. Four directors 
are from the R.F.C. 

The directors under the present by- 
laws have restricted themselves to deal- 
ing in such commodities as the Presi- 
dent may designate. Thus far he has 
designated only cotton, corn, turpen- 
tine and rosin. 


FARM BOARD SUCCESSOR 


THE Commodity Credit Corporation 
is really a successor to part of the func- 
tions of the defunct Farm Board. When 
Congress terminated in 1933 that un- 
happy experiment in stabilization of 
farm prices, it also ended the authority 
to establish stabilization corporations. 
It will be remembered that the Farm 
Board had recognized and financed sta- 
bilization corporations, particularly to 
deal in wheat and cotton. In two years, 
the losses to the Government were ap- 
proximately $350,000,000. The Farm 
Board had abandoned its stabilization 
program a considerable time before its 
authority ceased. 

The Farm Board’s operations, what- 
ever the merits of stabilization, had the 
advantage of directness and economy. 
The Government appropriated the 
money to the Farm Board, the Farm 
Board lent it to the stabilization corpo- 
rations and the corporations bought the 
corn and wheat. The procedure followed 
until recently puts in another step. The 
Treasury borrowsmoney from banks and 
lendsit to the R.F.C., the R.F.C. lends it 
to the Commodity Credit Corporation, 
the Commodity Credit Corporation 
lends it to farmers or buys the farmers’ 
paper from banks or other financing in- 
stitutions with a small interest spread 
between each operation. Most of the 
corporation’s loans have reached the 
producers through financing institu- 
tions. 

The Commodity Credit Corporation 
has little reason for existence except to 
carry on governmental experiments in 
maintaining the price of cotton. The 
Farm Credit Administration already 
has a whole set of agricultural financing 
institutions. The Intermediate Credit 


banks can furnish short-term credit 
The banks for cooperatives exist to sup- 
port orderly marketing. In addition 
agricultural paper can be rediscountaj 
with Federal Reserve banks. 

While the Commodity Credit Cor. 
poration’s advances are optimistically 
termed lending, neither the producer 
nor the financing agency is personally 
liable for any deficiency arising from 
the sale of the pledged collateral unless 
there have been irregularities in cop. 
nection with the making of the ad- 
vances. Until the maturity of the loan, 
the corporation may not sell the com- 
modity until it reaches a stated price, 
In case of 1934 cotton, this is 15 cents, 

The principal pledged assets of the 
C.C.C. on May 1, 1936, were 3,610,225 
bales of cotton, most of which was 
acquired in 1934-1935 in an effort to 
peg cotton at 12 cents, though the mar- 
ket price was then below this figure. The 
corporation had to absorb about one- 
half of the cotton crop for that year. 
On May 1, 1936, 9334 per cent of these 
loans were still outstanding. On August 
7, 1936, in spite of the recent advance 
in cotton prices, the C.C.C.’s holdings 
were over 3,000,000 bales. A recent an- 
nouncement that the Government was 
out of the cotton market for the first 
time in six years, while true of direct 
holdings of the Secretary of Agriculture, 
was misleading in its omission of 
reference to the corporation. 


A BEARISH FACTOR 


THE 12-cent loans were doubtless a 
temporary advantage to the farmers re- 
ceiving them in 1934 and 1935, but in 
holding the cotton over the market, the 
corporation has created a bearish factor 
that will continue until something is 
done with this huge accumulation. The 
corporation is thus merely repeating 
the experiences of the Farm Board. 

Unlike the Farm Board, the corpora- 
tion has recently had the advantage of 
the addition of a drought to the Govern- 
ment’s cotton reduction program. The 
consequent increase in the price of 
cotton may continue to a point where 
the C.C.C. will suffer little or no loss on 
its cotton holdings. 

Whatever its usefulness, there is no 
suggestion that the Commodity Credit 
Corporation has not been operated hon- 
estly. The directors have shown no In- 
clination to abuse their powers. Never- 
theless, the amount of business the 
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corporation has been able to do on its 
small capitalization indicates the possi- 
bilities of irregularities if such Govern- 
ment companies should ever get into 
the hands of unscrupulous persons. 

Between its organization and May 
1, 1936, the Commodity Credit Cor- 
poration made loans aggregating about 
$60,000,000 and received repayments 
of about $300,000,000. About $228,000,- 
000 of the 1934-1935 cotton loans are 
still outstanding on May 1, 1936, as well 
as $2,000,000 in cotton loans of other 
years, about $3,000,000 out of $125,- 
000,000 in corn loans, and over $5,000,- 
00 out of turpentine and rosin loans 
totaling about $7,000,000. The gross 
operations of the C.C.C. are not greatly 
less than those of the Federal Farm 
Board. The funds for the lending pur- 
poses of the corporation were obtained 
almost wholly from the R.F.C. 


CAPITAL INCREASE 


THE recent increase in the capital 
stock of the Commodity Credit Corpor- 
ation shows that Government financiers 
have little to learn from Wall Street 
about financial legerdemain. With obliga- 
tionsof about $300,000,000 to the R.F.C. 
and a capitalization of $3,000,000, plus 
assets consisting largely of notes carry- 
ing no personal liability, secured by 
cotton taken at a valuation above 
the market, the outcome threatened 
to be a large loss to the R.F.C. on its 
lending operations. The R.F.C., there- 
fore, asked Congress to authorize it to 
purchase $97 ,000,000 in additional stock 
of the Commodity Credit Corporation. 
Congress acquiesced in April 1936 and 
the corporation, being a Delaware com- 
pany with ample powers of expansion, 
increased its capitalization and received 
a $97,000,000 credit in the books of the 
R.F.C. This was in turn deducted from 
the obligations of the Commodity 
Credit Corporation. The capital of the 
Commodity Credit Corporation should 
now be enough to enable it to pay its 
debts if it makes no more loans. 


NEW LENDING UNLIKELY 


IT is understood that no new lending 
programs will be undertaken. If the 
R.F.C. has any loss, it will be merely 
because it cannot redeem its invest- 
ments. It can still point with pride to its 
satisfactory repayments. 

It was hoped that the Commodity 
Credit Corporation’s increase of capital- 
zation would give it access to the gen- 
eral investment market for its deben- 
tures, and thus enable it not only to 
make some repayments to the R.F.C., 
but, also, to reduce its charges to farm- 
ers. The C.C.C. recently offered to the 
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public $150,000,000 in debentures, dated 
July 1, 1936, due January 15, 1937, 
having an interest rate of 14 of 1 per 
cent. 

On August 7, 1936, 105 banks and 
trust companies had subscribed for 
$71,440,000 of these debentures. The 
offering thus far has not been wholly 
successful, in spite of the fact that an 
improved cotton market has increased 
the value of the corporation’s holdings. 

It seems likely that the C.C.C., as in 
the past, remains largely dependent 
upon the R.F.C. 

An interesting legal question would 
arise if a corporation like the C.C.C. 
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should expand its operations and incur 
obligations beyond the intent of Con- 
gress and the President. So far as the 
corporate charter is concerned, a firm 
dealing with the corporation in good 
faith would assume that the corpora- 
tion was acting within its powers. Many 
lawyers believe that if the corporation 
were regularly organized, Federal stat- 
utes or executive orders not in fact 
known to persons contracting with the 
corporation would be ineffective. It 
might thus be possible for such a cor- 
poration to waste its entire assets before 
its operations could be checked by a 
removal of its officers. 
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Factors which make the 


FIRST 


NATIONAL 


a desirable Correspondent 
in CHICAGO 


The experience gained in more 
than seventy years of conserva- 


tive banking. 


Complete facili- 


ties, with an organization 
coordinated to render prompt 
and efficient service. 


The day-to-day value of an 
account with a bank, which 
since 1863 has had the business 
and the confidence of many of 
the best known banks, firms 
and corporations. 


Correspondents are invited to 
use the comprehensive facilities 
of this complete banking 


organization. 


The First National 
Bank of Chicago 


Member Federal Deposit Insurance Corporation 
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se epeeage of mutual savings banks of $10,243,149. The gain for the half 
in the United States on July 1 year in all the states was $102,200,723, 
totaled $10,020,013,775, or $10,000,000 or more than twice the increase in the 
under the record high established in last six months of 1935. 
1932. During the first half of the current 
In 16 of the 18 states where these year depositors of the mutuals also 
institutions operate there was a con- grew in numbers, the increase of ac- 
sistent rise of deposits during the first counts amounting to 262,235, which 
half of 1936. Massachusetts led with a carried the total to a new record of 
gain of $32,719,724, New York was 14,340,047. Massachusetts showed a 
second with an increase of $31,379,324, gain of 89,146 depositors, New York 
and Connecticut came third with a rise 69,394, and Connecticut 33,142. 


Investment Guidance 


for BANKS 


The Investment Advisory Service for banks, which ! 
was introduced by Manufacturers Trust Company 


about two years ago, marks a striking departure in 


correspondent relationship. 


To the customary banking, credit and collection 


\ services performed by banks for correspondents, 


I Manufacturers Trust Company has added a distinc- 


tive and constructive service dealing with one of 


the major problems of bank administration—super- 


vision of the investment portfolio. 


| Perhaps the most impressive testimonial to the 


quality of this service is to be found in its wide and 
growing acceptance by banks in every part of the 
United States. The highly favorable comments re- 
ceived from these banks leave no doubt that this 
service is proving genuinely helpful in the formu- 
lation of investment policies and in the solution of 
investment problems. 


Financial institutions are cordially invited to uti- 
lize this service, which is rendered without charge. 


MANUFACTURERS 
TRUST COMPANY 


HEAD OFFICE, 55 BROAD STREET, NEW YORK 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Mutual Savings Bank Gains 


The average account in mutual gay. 
ings banks on July 1 was $698.74, a de. 
crease of almost $6 per account in the 
half year, due to the large number of 
new small accounts. Rhode Island had 
the best average, $846.06, New York 
$788.04, and Massachusetts $668.76, 
The average dividend rate for all mutual 
banks was 2.58 per cent, reflecting the 
continued low earning power of capital, 


FIRST 25 BANKS 


A LIST of the 100 largest institutions 
of this type, compiled by the National 
Association of Mutual Savings Banks, 
showed that that number of banks had 
total deposits of $7,007,335,525 on 
July 1, 1936. The first 25 banks in this 
compilation were as follows: 


Rank Name of Bank July 1, 1936 


1 


2 


3 


Bowery Savings Bank, New 

York $490,980,941 
Emigrant Industrial Sav- 

ings Bank, New York 419,742,696 
Philadelphia Saving Fund 

Society 330,079,415 
Williamsburgh Savings 


Bank, Brooklyn 224,675,132 
Bank for Savings, New 

York 205,057,315 
Central Savings Bank, New 

York 189,865,069 
Dry Dock Savings Insti- 

tution, New York 185,867,247 
Dime Savings Bank, Brook- 

lyn 184,975,262 
East River Savings Bank, 

New York 158,226,716 
Greenwich Savings Bank, 

New York 149,419,049 
Seamen’s Bank for Savings, 

New York 136,195,143 
Union Dime Savings Bank, 

New York 134,191,285 
Boston Five Cents Savings 

Bank, Boston 125,376,760 
Provident Institution for 

Savings, Boston 119,204,303 
Society for Savings, Cleve- 

land 109,754,982 
Lincoln Savings Bank, 

Brooklyn 107,551,974 
Buffalo Savings Bank, Buf- 

falo 98,675,166 
Dollar Savings Bank, New 

York 93,282,674 
Savings Bank of Baltimore, 

Baltimore 90,776,822 


Howard Savings Institu- 
tion, Newark, New Jer- 


sey 90,663,383 
Western Saving Fund So- o 
ciety, Philadelphia 89,279,375 
Brooklyn Savings Bank, 
Brooklyn 88,566,527 


Hibernia Savings & Loan ry 
Society, San Francisco 88,434,015 
Harlem Savings Bank, New 


York $8,412,435 
Erie County Savings Bank, 
Buffalo 86,124,700 


BANKING 


Stuc 
visual 
latere 
field 


At rit 
facsir 
Doug 
nego 
recei 


| 
| 
| 
| 
. 
— | i 
| - 
6 
| 
7 
AL 
9 
| 10 
12 
| 13 
illu 
15 T 
| | in 
| ext 
| 1} 17 T 
| | Jo 
: 
7 dis 
of 
| | 21 ab 
| | | 22 
| } 
| | 
| | 25 
| 54 


FIELD WAREHOUSING 


Study this practical 
visualization of the col- 
igteral receipt used in 
field warehousing. 


At right: An actual 
facsimile of a 
Douglas-Guardian 
negotiable 

receipt. 


ET’s follow through 
a typical transaction 


in field warehousing as 

suggested by the above 
illustrations. 

The John. Doe Milling Company has an 
inventory of $40,000 in flours and stock feed. 

It needs $25,000 to $30,000 for current operating 
expenses. 

Through a three-cornered arrangement, entered in by 
John Doe Milling Company, its Bank, and Douglas 
Guardian Warehouse Corporation, we, the warehouse 
corporation, lease necessary space and impound 7,400 
bags of stock feed and other products right in the 
warehouse of the Milling Company. 

We properly segregate and designate this merchan- 
dise as being under our custodianship, put it in charge 
of our own bonded Representative and issue our negoti- 
able warehouse receipts, making it available to the 


basis for 
Loans 


Let us 
answer 
your 
questions. 


Zz 


< 
a 


company as liquid collateral for the 
basis of a loan. 
As the John Doe Milling Company ac- 
cumulates cash from goods in transit or 
outstanding accounts, it liquidates part or 
all of its obligation at the bank, and in turn 
we are authorized by the receipt holder to 
release the inventory. 

Meanwhile the banker is in full control of his 
collateral, and his loan is completely safeguarded 
by a thoroughly experienced, national field 

warehousing organization, and protected by a superior 
type of bond and adequate liability insurance coverage. 

Any inventory that is non-perishable and that can be 
segregated and identified, is suitable for field warehousing. 
Why not consult us, confidentially, on any specific loan you 
may have in mind? Or ask for further details on this basis 
for serving deserving customers with a more adequate 
and absolutely sound credit. Address our nearest office. 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-wide Warehousing Service 


NEW ORLEANS, LA. CHICAGO, ILL. 
118 N. Front St. 100 W. Monroe St. 


FAYETTEVILLE, ARK. 
Appleby Bidg. 
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NEW YORK, N. Y. 
100 Broad St. 
MADISON, WIS. 
155 E. Wilson St. 


401 Tower Petro. Bidg. 


TAMPA, FLA. 
416 Tampa St. 


DALLAS, TEXAS ROCHESTER, N. Y. 


1223 Commerce Bidg. 
CLEVELAND, OHIO 
Leader Bidg. 


EASTON, MD. 
Stewart Bidg. 
LOS ANGELES, CAL. 

Garfield Bidg. 
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inves Federal Deposit Insurance Cor- 
poration, exercising the discretion- 
ary power granted it by Congress, is 
“effecting a substantial control over 
the chartering of banks, and, with the 
cooperation of supervising authorities, 
is discouraging the chartering of institu- 
tions for which there is insufficient justi- 
fication,”’ said Leo T. Crowley, chair- 
man of the corporation, in his report 


COMMERCIAL * CHECKING 


il 


Sounder Banking 


for the period August 23, 1935, to June 
30, 1936. , 

Commenting on the F.D.I.C. as an 
agency for the promotion of sound 
banking, Mr. Crowley stated: 

“The Banking Act of 1935 provides 
that after due notice the corporation 
can terminate the insured status of any 
insured bank for the continuance oi 
unsafe and unsound banking practices. 


SAVINGS TRUSTS 


... when the crops are in” 


There’s always some time during the year— 


when the crops are in, or the youngsters are off 


to school, or you’re otherwise not so busy as 


usual—when you'll be coming Chicago-ward. 


And when you do, pay us a visit. It’s open 


house the year around in our office. We'd like 


to see, more often, the faces of our friends. 


AMERICAN 


LAURANCE ARMOUR 
President 


NATIONAL BANK 


AND TRUST COMPANY 
of Chicago 


LA SALLE STREET 


AT WASHINGTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


This vests in the corporation an author. 
ity that should be effective in reducing 
the risk involved in its insurance of 
deposits and constitutes a means whereby 
practices leading to the ultimate ip. 
solvency of a bank may be controlled, 

“In the interest of the security of the 
banking system, it is the policy of the 
corporation to insist upon the closing of 
banks in the early stages of their ingol- 
vency in order that their assets may not 
be progressively dissipated, with result- 
ing excessive insurance losses. Through 
exercise of this power and the continued 
cooperation of the various bank super- 
visory authorities in correcting unsafe 
and unsound banking practices and e- 
tablishing uniform standards of super- 
vision, there should be a substantial re 
duction in the number of bank failures 
in the future.” 

From the effective date of the Bank- 
ing Act of 1935 to June 30 last, the re- 
port said, 36 insured banks with deposits 
of $9,059,000 were closed by supervis- 
ing authorities. 

“All of these banks,” Mr. Crowley 
continued, “had been placed in receiv- 
ership prior to June 30, 1936. Of these 
deposits, $7,051,000, or 77.8 per cent, 
represented fully insured, preferred or 
secured deposits, including deposits sub- 


A.B.A. CONVENTION 


R. D. Brigham, vice-president, 
the Anglo California National 
Bank, is vice-chairman of the 
1936 General Convention Com- 
mittee of the A.B.A. 
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ject to offset, and 31,108 depositors, or 
99,2 per cent of the total number, were 
fully protected. 
“Sixty-one insured banks with total 
deposits of $14,635,000 failed between 
January 1, 1934, and June 30, 1936. 
One of this number having total depos- 
its of $85,000 was reorganized and re- 
ed as an insured bank. Deposits of 
$12,161,000, or 83.6 per cent of the 
total, were either insured, preferred se- 
cured or subject to offset in the 60 
banks which remained closed. There 
were 60,035 depositors in these banks 
and of that number only 306, or one- 
half of 1 per cent, had accounts which 
were not fully protected. The total of 
the excesses of such accounts over 
$5,000 which were neither secured nor 
preferred was $2,389,000, or 16.4 per 
cent of the total deposits.” 


TOTAL INCOME 


THE corporation’s total income, in- 
cuding assessments, was $49,121,292 
from the beginning of insurance to June 
30 last. Losses and expenses amountéd 
to $14,789,397, of which $151,023 was 
allocated to institutions that withdrew 
from the temporary funds on June 30, 
1934. Payments to depositors of closed 
banks, actually made or pending, 
amounted to $9,943,085. Disbursements 
for loans and purchases of assets from 
merging banks totaled $7,911,155. Re- 
coveries were estimated at $11,547,545. 

“The provisions of the Banking Act 
of 1935,” the report said, “made it pos- 
sible for state banks not members of 
the Federal Reserve System to with- 
draw from the F.D.I.C. upon notice 
within 30 days from the termination of 
the Temporary Funds. Thirty-four 
banks with deposits of $207,000,000 
gave the required notice and withdrew 
from insurance protection.” 

The number of operating insured 
banks on June 30 last was 14,118, of 
which 809 were operating 3,153 branch 
offices, making a total of approximately 
17,271 bank offices operated by insured 
institutions. 

“Based upon the most recent infor- 
mation available,” the report contin- 
ued, “the corporation now protects 
through deposit insurance 80 per cent 
of the deposits of insured banks with 
deposits of $2,000,000 or less. These 
banks comprise 88 per cent of all in- 
sured banks. It has assumed a potential 
liability of approximately $19,000,000,- 
000 through the insurance of the de- 
posits of more than 50,000,000 depos- 
itors and it fully protects the deposits of 
98.5 per cent of the total number of de- 
Positors with a maximum of $ 5,000 in- 
surance for each depositor.” 
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HOW DOES THE 


1936 REVENUE ACT AFFECT 


THE NET YIELD FROM 
INVESTMENTS? 


The chart in this folder shows the wet yield after 
payment of taxes under the 1936 Revenue Act, 
for various levels of income. Comparisons of net 
yield are given for taxable securities, those par- 
tially exempt, and those wholly exempt from 
Federal Income Taxes. 

It will be a convenience for banks to have 
this information available for individual inves- 
tors—and, there is a separate tabulation for 


corporations, including banks, trust companies 


and insurance companies. 


A copy will be sent upon request, without 
obligation. Write for Folder KC-96. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Stret + NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 
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Bank Earnings — 
Just Around the Corner 


ITH the Federal Reserve banks 
shaving expense accounts and 
otherwise scratching gravel to 

eke out their annual dividends because 
their earnings at the present time con- 
sist mostly of interest on their holdings 
of Government securities, it is not sur- 
prising that the very large banks of the 
country, as a group, are engaged in the 
same pursuits and largely for the same 
reason. These are the institutions which 
carry the greater portion of the short 
term securities of the Government is- 
sued at nominal rates of interest, and 
they are carrying a tremendous amount. 
On July 15 New York City banks car- 
ried 50 per cent of their assets in such 
securities, and Chicago banks as high as 
57.6 per cent. Since the average return 
on these holdings was very low last year 
it was inevitable that the trend of aver- 
age earnings of the larger banks on cur- 
rent operations during the year indi- 
cated a lag in improvement as compared 
with other institutions. Since the hold- 
ings of Government and guaranteed se- 
curities have been increasing and the 


rate of return has been steadily de- 
creasing, the present position of the 
banks is obvious. 

It comes as a considerable surprise to 
note that the greater degree of improve- 
ment in current bank earnings in 1935 
as compared with 1934 was in the very 
small banks and the degree of improve- 
ment steadily fell as the various classes 
of banks increased in size. The explana- 
tion lies in the fact that, as a rule, the 
smaller the bank in size the greater the 
proportion of its assets in loans and the 
greater the proportionate earnings upon 
employed funds. 

As has been the case in the past six 
years, the actual profit position of all 
the banks depends very largely upon 
comparative write-offs and recoveries. 
In 1935, as in 1934, there was a marked 
increase in recoveries and an equally 
marked decrease in losses and deprecia- 
tion written off, the net result being 
that all banks in the Federal Reserve 
System reported a profit of $211,878,000 
in 1935 as compared with a loss of $224,- 
501,000 in 1934, national banks report- 


ing a profit of $158,099,000 as compared 
with a loss of $153,989,000 and state 
member banks a profit of $53,779,000 
as compared with a loss of $70,512,000, 

Earnings of all the banks on current 
operations, however, decreased from 
$1,243,873,000 to $1,206,649,000, while 
expenses decreased from $849,389,000 
to $832,515,000, net earnings on current 
account falling from $394,484,000 to 
$374, 134,000. 

Losses and recoveries, on which the 
soundness and ultimate prosperity of 
the banks depend, are approaching a 
balance as may be seen from the follow- 
ing table: 


LossES AND RECOVERIES—ALL MEMBER 
BANKS 


Losses and 
Depreciation 
$365,314,000 

620,456,000 

778,230,000 

858,279,000 

872,944,000 

538,262,000 


Recoveries 
$47,377,000 
56,594,000 
113,109,000 
124,885,000 
253,959,000 
376,006,000 


$4,033,485,000 $971,930,000 


COMPARATIVE BANK EARNINGS, 1934-35 


“*It comes as a considerable surprise to note that the greater degree of improvement 
in current bank earnings in 1935 as compared with 1934 was in the very small banks and 
the degree of improvement fell steadiiy as the various classes of banks increased in size”’ 


NET EARNINGS 


DEPOSITS OF 
#100000 or less 
$100,000 to $250000 
$250,000 to $50Q000 
$500,000 to $750,000 
$750,000 to $1,000,000 

$ 1,000,000 to $2,000,000 
$2,000000 +o $5,000,000 
$5,000,000 to $50,000,000 


$50,000000 and over 


PER CENT 
DECREASE 


CURRENT 


PER CENT 
INCREASE 


WM 


Wa 


RECOVERIES 


PER CENT 
INCREASE 


LOSS AND 
DEPRECIATION 


PER CENT 
DECREASE 
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Thus the member banks have written 
off a net of $3,061,555,000 in the past 
six years; and if the current year’s losses 
and recoveries approach the balance 
which appears to be in sight that sum 
probably represents the net losses writ- 
ten off by going banks during the de- 
pression. National banks have written 
off rather more than their proper share 
of losses and, on the whole, have had 
greater proportional recoveries than 
state member banks. In the matter of 
net profits and losses on general account 
they have also displayed a wider range 
of recovery than other member banks. 
Their ratio of net profits or losses to 
total loans and investments improved 
from minus 0.9 per cent in 1934 to plus 
0.86 per cent in 1935 while the state 
member banks’ record of improvement 
was from minus 0.71 per cent to plus 
0.51 per cent. The average for all mem- 
ber banks was minus 0.83 and plus 0.73 
per cent respectively. National banks 
also made a slightly better record on 
current operations than state member 
banks, their net earnings falling from 
1.47 per cent of total loans and invest- 
ments to 1.33 per cent while those of the 
other member banks fell from 1.45 per 
cent to 1.22 per cent. The average for 
all members was 1.46 per cent and 1.29 
per cent, respectively. 


STATE BANK EARNINGS 


FROM the standpoint of bank reform, 
which now seems a possibility of the not 
too distant future, the most significant 
features of the earnings record are to be 
found in an analysis of the earnings and 
expenses of the banks according to their 
size. 

This analysis must be confined to 
all state banks in the Federal Deposit 
Insurance System, including state insti- 
tutions in the Reserve System, since 
such statistics for national banks have 
not as yet been compiled and it may be 
several months before they will become 
available. 

The returns with respect to these 
banks indicate a gradual progression in 
size as well as earnings in the smaller 
banks. There were 1,203 banks with de- 
posits of $100,000 or less in 1934 and 
their average net return was a loss of 
$2,412 per bank. In 1935 there were 
only 909 such banks and they had an 
average profit of $167, their current net 
tarings on an average rising from $704 
to $1,158 per bank. In banks with de- 
posits ranging between $100,000 and 
$250,000 the number of banks fell from 
2,587 to 2,504, their average net earn- 
ings increased from $1,810 to $2,464 and 
their average profits from a loss of $3,- 
%4 to $1,056. These two classes of 
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banks are of the category in which the 
greatest number of bank failures have 
occurred in the past. 


GROWTH AND IMPROVEMENT 


THERE have been many mergers and 
consolidations to account for a consid- 
erable portion of the decrease of 377 in 
the number of these banks last year, but 
perhaps as much of the latter has been 
due to the growth of the banks into a 
higher class—a development which is to 
be noted in each of the classifications 
above the two lowest grades and up to 
and including the very largest—banks 


with deposits of $50,000,000 and over 
It is known, of course, that banks of all 
classes as groups have experienced no- 
table increases in their deposits, but it 
has not been generally realized that 
this fact has changed the position and 
earning possibilities of many of the 
smaller institutions and that these 
groups, in addition to having their posi- 
tion strengthened by the weeding out of 
many weaker institutions, can now earn 
more money and offer better service to 
their patrons. 
There is a popular impression that 
the larger the bank the greater its op- 
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B.O. F. pays $9,130 
in dividends 
to one Policyholder 


“This saving and the 
good service of your 
organization are rea- 
sons why our clients 
have approved our in- 
creasing our propor- 
tionate coverage 
through you.” 


GRAHAM ALDIS 
Aldis and Company 


HAT the very purpose of 

founding the Building Owners 
Federation has been fulfilled be- 
yond all expectation is evidenced 
in dividend earnings to policy- 
holders such as this. 


Dividends Increased To 40% 
Bank, theater, and office buildings 
of all kinds the country over have 
proved the combined values of 
B. O. F. protection, inspection, and 
economy beyond all doubt. 


Write for Complete Proposal 
You don’t obligate yourself in any 
way by writing for a complete pro- 
posal covering the fire insurance 


The Monroe Building is one of the 35 leading on your buildings. It’s a story of 
B. 


Chicago office buildings insured in the 


0. F. sound economy and protection. 


‘BUILDING OWNERS FEDERATION 


OF MUTUAL FIRE INSURANCE COMPANIES 


JAMES 8S. KEMPER, Manager 


7450 SHERIDAN ROAD ° CHICAGO, U. S. A. 
BRANCH OFFICES MAINTAINED IN PRINCIPAL CITIES 
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portunities of earning profits propor- 
tional to its capital funds, but the ac- 
tual returns for last year do not bear 
this out. It is always unsatisfactory to 
deal with such matters as earnings, ex- 
penses and profits of banks or any other 
institutions on the basis of averages but 
it seems safe to indicate that averages in 
the case of banks can at least indicate 
the trend and the current profits posi- 
tion of banks of various sizes may be 
fairly determined from the accompany- 
ing chart. 

The figures suggest that as between 
the very small banks, which are weak 
because of their smallness, and the very 


large banks, which are not earning in- 
comes proportionate to their size and 
resources, it is the moderate-sized bank 
which is on the whole the most prosper- 
ous. Improvement in net earnings on 
current operations is most marked in 
the small banks. Their profits seem 
small but it may be well to note that 
their capital in most instances also is 
small. All groups of banks up to $5,000,- 
000 of deposits show increased net earn- 
ings on current operations in a steadily 
decreasing proportion as the banks 
grow larger, until above the $5,000,000 
class there was actual loss. The banks in 
the smallest class showed the largest 


Group Pensions 
for Bank People 


OFFICIALS OF 


INSTITUTIONS 


STUDYING THIS SUBJECT WILL 


FIND OUR PLANS ATTRACTIVE 


(Our minimum, for single bank or asso- 


ciation, 100 participating employees) 


Address Group Annuity Consultation Service 


Che Prudential 


Insurance Company of America 


Epwarp D, Durrietp, President 


HOME OFFICE: NEWARK, NEW JERSEY 
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proportion of increases,—approximately 
65 per cent for the year. As the bank, 
grow larger the proportion decreases— 
36 per cent, 29 per cent, 22 per cent 
20 per cent, 9 per cent, and 5.6 per cent 
while the $5,000,000 to $50,000,009 
class showed a loss of 4.1 per cent nl 
the $50,000,000 class and above showed 
a loss of 23 per cent. 


WRITE-OFFS 


EIGHTEEN months ago it was esti- 
mated by the chairman of the board of 
the F.D.I.C. that it would require about 
three years for most of the banks in the 
two lower classifications to write of 
their losses upon bad loans and invest- 
ments. Apparently they are doing bet- 
ter than they were expected to do. How- 
ever, even assuming that it will take to 
the end of 1937 to clean house, the pros- 
pect then would be that, with compara- 
tively strong portfolios, they will be in 
a position to earn a fair return upon in- 
vested capital. Even a net income of 
$1,500 would be a fair return on $25,000 
of capital and many of the banks have 
even a smaller capital than the old 
limit of $25,000 for a national bank. On 
the other hand, it seems very doubtful 
whether the earning possibilities of 
these banks in the long run will be any 
better in the future than in the period 
immediately preceding the business de- 
pression. At the present time they have 
the advantage of the larger banks in 
that they are carrying a greater propor- 
tion of loans at profitable rates of inter- 
est. 

As a rule, however, these loans are 
confined very largely to local industries 
or activities—mostly, in fact, upon 
agriculture. The fact that many of these 
banks are growing and that they may 
develop out of the extremely small and 
weak institutions into larger concerns 
is the most encouraging feature of their 
record for the past two years. 

Generally, their position seems sound 
enough except in the matter of net earn- 


ings on current operations. Net eam- 
ings on current account as compared 


with capital funds in all member banks 


| in the Reserve system in 1935 were 7.31 
| per cent; in 1934, 7.81 per cent; in 1933, 
| 7.7 per cent; in 1932, 7.24 per cent; m 


1931, 7.9 per cent; in 1930, 9.28 per cent; 
in 1929, 12.4 per cent; and in 1928, 11.9 
per cent. 

The gradual drop to the low of 
1932 can readily be understood. There 
should have been steady improvement 
in earnings since the low point but the 
record for last year was close to the low 
point of 1932. 

GrorcE E. ANDERSON 
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Recovery and 
Money Rates 


(CoNTINUED FROM PAGE 27) 


government took action along several 
ines to reduce interest rates, particu- 
larly upon private mortgage loans, 
municipal indebtedness and its own 
debts. Certain classes of banks were 
compelled to lower rates on private 
loans and credits of all sorts. 

In the Netherlands the private dis- 
count rate was reduced from 4.42 per 
cent in June 1935 to 2.27 per cent at the 
end of the following May, but during 
the 12-month period, particularly in 
midsummer 1935, the rate rose to as 
high as 5.48 per cent. Thirty-day money 
fell from 3.83 per cent in June 1935 to 
1.82 per cent a year later, but this rate 
also rose during the strain on the guilder 
in midsummer. During the 12-month 
period the private discount rate on Swiss 
francs fell from 2.60 per cent to 2.25 per 
cent; that on the Belgian franc from 
1.88 per cent to 1.38 per cent; and that 
on the French franc from 5.72 per cent 
to 5.60 per cent; but in the course of the 
year the Swiss rate advanced to as high 
as 2.79 per cent while the French franc 
went as low as 2.71 per cent. 

Rates in Switzerland varied so greatly 
and tended to rise so unduly as a result 
of the flight of capital that central bank 
and government interference was in- 
voked and steps taken to halt the ad- 
vance. In France and the Netherlands 
—in all gold bloc countries, in short— 
central bank advances were necessary 
to stop the outflow of funds. 


ITALY’S YEAR 


IN Italy the past twelve months wit- 
nessed a rise in the private discount rate 
of from 3.50 per cent to 5 per cent, re- 
flecting war and sanction conditions, 
but since practically all finance has been 
under the direct control of the Rome 
government the quoted rates mean 
little. In Sweden alone rates remained 
unchanged throughout the 12 months 
at 2.5 per cent to 4.5 per cent on loans 
up to three months. Sweden is under a 
strict price-managed-currency regime 
in which practically all financial fac- 
tors are governmentally controlled. In 
Japan the rate on discounted bills re- 
mained steady at 5.11 until April, when 
it dropped to 4.97 per cent, while at the 
same time the rate on call money over- 
night rose to 3.11 per cent, the highest 
tate for the period. Government inter- 
ference in Japanese finance and banking 
is Customary. 

In spite of the complexity of such 
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quotations in the face of world condi- 
tions it is apparent that there is a 
steady trend of interest rates downward 
if, as, and when the market is not af- 
fected by emergencies. This trend, in 
fact, began as far back as 1932 and it 
has been practically world-wide. On 
long term loans the past five years have 
witnessed a reduction of the standard 
rate in London from 5 to approximately 
3 per cent; the Berlin rate from 12 to 5 
per cent; the New York rate from 4 to 
2.5 per cent, while the rate in France 
tended from 4.5 per cent to 3 per cent 
until financial complications in that 
country developed a rapid export of 
capital and consequent higher rates. 


In other countries, as in the United 
States, the reduction has been first ap- 
parent in rates on short term and open 
market loans and when these low rates 
have persisted long enough their influ- 
ence has finally reached first intermedi- 
ate and then long term loans. The most 
outstanding example of this influence 
has been in the refunding effected by 
the government in nearly all European 
countries as well as in the United States. 
Except in the case of Italy and to some 
extent in Japan, the trend has been 
steady, subject only to temporary in- 
terruptions which have been overcome 
more or less promptly, in some cases in 
the course of a few days. 


or the Banker 


who wants Information 


on (,ANADA . 


the Bank of Montreal possesses—through its 


nation-wide system of branches—unexcelled 


sources for obtaining data on all phases of 


Canadian business life. 


Enquiries are invited, and may be addressed 


to the Business Development Department 


at the Head Office of the Bank in Mon- 


treal, or to any of the United States offices. 


BANK OF MONTREAL 


Established 1817 


HEAD OFFICE ... MONTREAL 


Toe Bank of Montreal, which is Canada’s 
oldest bank, operates through more than 
$00 branches from coast to coast. 


NEW YORK AGENCY 


64 Wall Street 


A. J. L. Haskell, K. C. Winans, G. R. Ball, Agents 


CHICAGO OFFICE 


SAN FRANCISCO. . . 


27 South La Salle Street 
J. G. S. Orchard, Manager 


. Bank of Montreal (San Francisco), 
333 California Street 
F. G. Woods, President 


TOTAL ASSETS IN EXCESS OF $800,000,000 
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Convention Spending 


ANKERS are frequently asked to 
underwrite the cost of bringing 
conventions to their cities. Being public- 
spirited, they have usually contributed 
to convention bureaus and special 
convention funds but seldom have they 
been able to obtain any definite state- 
ments as to the value of such convention 
activity except that “it’s good for 
business and the town”’. 
The average convention delegate’s 
habits have just been analyzed by the 


Cleveland Convention Bureau and as 
closely as possible, the way he spends 
his dollar in Cleveland has been traced. 

The result of this analysis gives a 
hint of the money benefits Cleveland 
business is receiving from the estimated 
275,000 convention visitors this year. 

Of Mr. Delegate’s dollar, retail stores 
get 31 cents worth of business; hotels 
get 23 cents; restaurants get 18 cents; 
garages, gasoline stations and the like 
10 cents; amusements, theaters and 


A BETTER MORTGAGE RISK 


when metals that cannot rust 


the like ring up 8 cents, and 10 cents 
goes in miscellaneous routes. 

The Convention Bureau determ; 
this breakdown of Mr. 
dollar by tracing 400 dollar bills thro 
Mr. Delegate’s pocket and on into busi. 
ness and industry. 

The above results were on the first 
spending. But that dollar kept on 
turning over. And the theaters, res. 
taurants, hotels, garages, etc., also 
spent that dollar thus: 29.8 cents in 
wages, 26.9 cents in food supplies, 22.2 
cents in rent and taxes, 8.7 cents on 
light and utilities, 7.5 cents on miscel- 
lany, and there was a profit of 5.3 cents, 

The Convention Bureau carried out 
its analysis a little farther. Taking the 
convention of the Department of Super- 
intendents of the National Education 
Association as a typical gathering, it 
questioned delegates on how they spent 
their dollars. 

From that it was shown the average 
daily expenditure of Mr. Delegate 
was $11.70. In fact the 2,179 delegates 
who answered the queries spent $102, 
000 thus: 

In retail stores, $15,050; for hotels, 
$33,450; for restaurants, $31,250; for 
garage and gasoline and oil, $4,250; for 
taxicabs, $4,800; for street cars, $1,200; 
for theaters, $2,150; for miscellaneous 
$10,850. 


are used in building 


Rust not only exacts periodic toll from a homeowner's 
pocketbook; it lowers the value of his property over a 
period of time. But copper, brass and bronze, which out- 
last rustable metals by many years, repay their slight extra 
cost many times over in length of reliable, expense-free service. 

It is axiomatic that the better a house is built, the more 
desirable it becomes as an investment, and as a risk for 
mortgage money. Thus details of construction take on 
special meaning for the mortgagor when they include 
such materials as: brass or copper plumbing and heating 
lines, copper sheet metal work, bronze screens, bronze 
hardware, and a hot water tank of Everdur Metal. 


THE AMERICAN BRASS COMPANY 
General Offices: Waterbury, Connecticut 


S.E.C, STUDY 


David Shenker, member of the 

legal staff of the S.E.C., is chief 

counsel for the commission in 

its investigation of investment 
trusts 


36261 


Offices and Agencies in Principal Cities 


ANACONDA COPPER & BRASS 


HARRIS & EWING 
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and surety business 
than any other 
company in the country 


Fidelity, Surety and Bankers Blanket Bonds 
Burglary, Robbery, Forgery and Glass Insurance 


FIDELITY saxo DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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Government Banking 


(CONTINUED FROM PAGE 43) 


Of this grand total, $450,005,000 was cancelled or with- 
drawn—$196,005,000 in the case of going concerns and $254,- 
000,000 for closed institutions. Total disbursements were 
$2,050,916,000 of which $1,143,167,000 went to open banks 
and $907,749,000 to liquidating agents. Up to June 30 banks 
in active operation had repaid $1,000,035,000 and closed 
banks $772,737,000 or a total of $1,772,772,000, leaving a 
balance due of $278,144,000. Of this, operating banks owed 
$143,132,000 and closed banks $135,012,000. The total in- 
debtedness was reduced to $246,523,205 during July, but no 
break down of the figures is as yet available. 

In the 18 months ending with June, banks of both classes 
had cleared away substantially $800,000,000 of their in- 
debtedness, of which approximately $350,000,000 has been 
discharged in the first half of the current year. The high 
point in outstanding indebtedness of the banks to the R.F.C. 
was reached in 1934. On December 31 of that year open 
banks owed the corporation $632,208,504 and the closed 
banks $443,342,979, or a total of $1,075,551,483. On Decem- 
ber 31, 1935, the open banks owed $381,205,894 and the 
closed banks $245,725,103, or a total of $626,930,997. 

During 1935, accordingly, the open banks paid off $251,- 
002,610 and the closed banks $197,617,876, or a total of 
$448,620,486. In the first half of the current year the banks 
in operation paid off $238,073,894 and the closed banks 
$110,713,103, or altogether $348,786,997. In half of this year 
the banks in operation thus approached their record for the 
whole of 1935. On the other hand, the slower liquidation of 
closed banks suggests that the liquidating agents are gradu- 
ally reaching the class of very slow, though good, assets 
whose realization will be delayed with the result that their 
final liquidation may be postponed for some time. 

Tie these repayments of bank indebtedness to the R.F.C. 
to the mounting recoveries of upward of $600,000,000 during 
1935 and the first half of the current year of losses and depre- 
ciation previously written off by the banks, and the nature 
of the volume of debt liquidation now going on in the busi- 
ness world can be appreciated. Doubtless the appreciation of 
values on the securities markets is responsible for much of 
this debt-paying. Recoveries on the part of the large banks 
in the past 18 months have been preeminently the result of 
the appreciation of security values. But assets frozen at the 
time of the heaviest borrowing of the banks from the R.F.C. 
were more largely loans, especially in the case of the smaller 
banks, and repayments of the banks to the corporation 
represent in very large part at least the discharge of loan 
obligations by commercial and industrial concerns. 

How genuine has been the control of bank debtors by the 
R.F.C. and to what extent such control has been exercised 
during the past four years or so may be occasion for debate, 
but in any event it is evident that save in comparatively few 
instances real or imaginary control has been greatly attenu- 
ated, if not lost. In all, the R.F.C. made upwards of 10,000 
loans to 7,620 banks—4,936 active at the time the loans were 
made and 2,684 closed concerns, the latter including mort- 
gage companies organized to assist in the liquidation or re- 
organization of banks. What the banks have done about it 
appears in the accompanying table. 

Summed up, it appears that 91.5 per cent of the banks and 
trust companies in active operation which borrowed money 
from the R.F.C. at any time since February 2, 1932, have 


STATEMENT SHOWING NUMBER OF BANKS, Rr. 
CEIVERS, CONSERVATORS, AND Liguipariyc 
AGENTS OF BANKS, CLOSED BANKs UNDER 
TION SE AND MortGAGE LOAN Companigs 
RECEIVED LoANs TO AID IN THE REoRGANiza. 
TION OR LIQUIDATION OF CLOSED BANKs waicg 
Have THEIR INDEBTEDNESS 10 


CORPORATION IN FULL 
(At the Close of Business August 6, 1936) 


Number of open banks receiving loans between 
February 2, 1932, and August 6, 1936 
Number of open banks to which the corporation 
made loans, paid in full as open banks 
Number of open banks to which the corporation 
made loans, but for which conservators were 
appointed before final payment was made. ... 
Number of open banks to which the corporation 
made loans, but which went into liquidation 
before final payment was made 
Number of open banks to which the corporation 
made loans, but which went on a restricted 
basis before final payment was made. (Includes 
Senate File 111, lowa Emergency Banking Act, 
Pennsylvania Bank Act, etc.)............... 
Number of open banks to which the corporation 
made loans, but which were placed in receiver- 
ship before final payment was made 4,521 4,936 
Number of closed banks receiving loans during 

2,684 
Number of closed banks, to the receivers of 
which the corporation made loans as such, paid 


Number of closed banks, to the conservators of 
which the corporation made loans as such, paid 


Number of closed banks, to the liquidating 
agents of which the corporation made loans, 
paid in full 

Number of closed banks, on the assets of which 
the corporation made loans under section Se, 
paid in full 

Number of mortgage loan companies to which 
the corporation made loans for the purpose of 
reorganizing or liquidating the assets of closed 
banks, paid in full 


1,093 2,684 


7,620 


Tora... . 5,614 


paid their debt in full, while 40.7 per cent of the banks closed 
at the time the corporation lent them money for reorgan- 
ization or liquidation purposes have been able to do the 
same. Although the amounts still due from the banks and 
the number of banks still in debt are not exactly comparable 
as to dates, it can readily be seen that a small number of going 
concerns are still rather heavily in debt. This, of course, is of 
general public knowledge. It can also be seen that when the 
known debts of some large closed banks—in the Middle 
West, for example—are subtracted from the total due from 
all closed banks the amount of money advanced by the cor- 
poration to the general run of receiverships, and still due, is 
not great and that the average closed bank has, in fact, made 
more progress toward paying its obligations than the total 
figure would indicate. Moreover, the liquidation of the debts 
of many closed banks has been retarded by litigation. 
GEORGE E. ANDERSON 
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PRICE CUTTERS 


Do you establish your own prices or are they set by competitors and dictated to you by 
the buyers who purchase your wares? 


Every manufacturer must face this question squarely. Price “chiseling” has become a 
common practice in today’s struggle for business. Unless you can meet the prices of your 
competitors, and still make a profit, you cannot survive that struggle. 


May Management Service has saved hundreds of manufacturers from price destruction. 
It has enabled them to meet competition and make a substantial profit through an efficient 
control of production, purchases, finances, sales and all other factors which affect profits. 


May Methods cut out waste and reduce operating costs without decreasing wages. 


If your earnings are not what they should be; if you find it difficult to meet the low 
prices set by competitors, perhaps an intelligent analysis by May Engineers will help you 
find and correct the defects which prevent making a profit. 


Without obligation, we will be glad to discuss your prob- 
lems confidentially with you. Write our nearest office for 
complete information. 


GEORGE 5. May COMPANY 


CHICAGO: 2600 North Shore Ave. NEW YORK: 122 East 42nd St. 
SEATTLE: 747 Dexter Horton Bldg. ATLANTA: 134 Peachtree St. 
CANADA: George S. May, Ltd., 18 Toronto St., Toronto 
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HE corporate trust department can 

be divided into three major divi- 

sions. These generally are: corpo- 
rate trusteeship, reorganization and de- 
positaryship, and stock transfer and 
registration. Under each are other 
groups carrying on the activity created 
by them. 

The work created by an appointment 
as corporate trustee of a bond issue is 
voluminous and varying. It is necessary 
for the trust officers or their assistants 
to attend many meetings, with counsel 
for the corporation and for the trust 
department, to ascertain that the in- 
denture is clear and distinct as to the 
responsibility of the corporation, the 
bankers and the trustee. It is also neces- 
sary for men qualified by experience 
to examine the indenture from a work- 
ing viewpoint so that all clauses and 
paragraphs, if put into effect, will be 
workable, and not cause delays, misun- 
derstandings, or perhaps court interpre- 
tations. Under the Securities Act it is 
also necessary to determine that the 
issue has been approved and registered 
by the S.E.C., if publicly offered, before 
the indenture can be signed and put 
into effect. 

After these steps have been com- 
pleted, it is time for the trust depart- 
ment to prepare the follow-up records 
so that prompt action will be taken on a 
sinking fund operation, a call of bonds 
previous to maturity, or any other of 
the many duties set out in the inden- 
ture. The operating group of the trust 
department must be notified that it is in 
order to open a new account, giving 
that unit explicit instructions as to the 
amount of the issue, the authorized 
limit, the exchange of temporary for 
definitive bonds and, if any, the split- 
ting and grouping of pieces of less than 
$1,000 denomination. 

In most indentures the corporate 
trustee is also appointed bond registrar 
and coupon paying agent. These records 
must also be opened. As registrar, one 
must know whether bonds can be regis- 
tered as to principal only, or principal 
and interest, and if pieces of less than 
$1,000 denomination can be registered; 
whether the coupon bonds received and 
exchanged for registered pieces issued 
are to be cancelled and, upon the sur- 
render of the registered pieces, whether 
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Corporate Trust Department 
Operations 


By WILLIAM J. WEIG 


Assistant Secretary, Guaranty 
Trust Company of New York 


bonds with the same numbers must be 
re-created or whether the next highest 
number on file can be used. 

As coupon paying agent, it is neces- 
sary to determine whether or not the 
corporation wishes to have prepared the 
Federal returns covering ownership cer- 
tificates and income tax withheld. 
There is also to be taken into consider- 
ation whether the laws of the state, in 
which the corporation is incorporated, 
require the filing of a special ownership 
certificate or report in connection with 
the outstanding bonds. 

Frequently under the indenture re- 
leases of mortgaged properties must be 
executed and cash accepted instead, to 
be held in accordance with the terms of 
the agreement. Under an equipment 
trust issue, collections of insurance 
claims must be made when such equip- 
ment is destroyed by fire or otherwise. 
The money so collected is held and 
either used for new cars or eventually 
applied to the purchase of outstanding 
bonds. Many of the indentures also re- 
quire that the trustee receive certificates 
from certified public accountants, en- 
gineers, or others. From such certifi- 
cates the trustee must occasionally de- 
termine, if required by the terms of the 
agreement, the amount of money to be 
deposited in the sinking fund account, 
or that the property underlying the 
issue is still of sufficient value if it 
should be a mortgage issue. A col- 
lateral bond issue requires the trustee 
to keep in custody the underlying se- 
curities and to make such collections of 
interest and dividends, if any, as set 
forth in the agreement. If an issue has 
been widely distributed and is of large 
size, there is always a great deal of cor- 
respondence with bondholders regard- 
ing lost securities or coupons, and an- 
swering inquiries with reference to 
particular paragraphs and clauses in the 
indenture. 

When the sinking fund provisions of 
an indenture become operative, the 
checking of advertising matter to be 
placed in recognized financial newspa- 
pers and the acceptance of offerings to 


such sinking funds are necessary. Bond- 
holders whose offers are accepted are 
so advised and the operating group, 
upon receipt of the bonds, pays the 
agreed price and makes proper record 
of the transaction. When a partial call 
of an issue is made, the outstanding 
bond numbers are determined and 
placed on individual cards. These cards 
are missorted and from them are with- 
drawn the number of bonds for which 
funds are on hand. 


ANOTHER FUNCTION 


4S agent under a reorganization or a 
depositaryship, the trust department is 
placed in a different position than under 
a trusteeship. As agent, instructions are 
received from the principal, and the ac- 
tivity occasioned by such an account 
concluded in accordance with those in- 
structions. Under this category come 
recapitalizations, subscriptions to new 
stocks or bonds, issuance of voting trust 
certificates for stock, escrow agree- 
ments, mergers, consolidations, etc. 
Each of these functions is a specialized 
service, the completion of which requires 
a trained and experienced staff. To de- 
tail the method of operations would re- 
quire pages upon pages of closely type- 
written matter. However, some of the 
more important things an agent must 
verify, under these functions, can be 
mentioned. He must see that stock cer- 
tificates are properly endorsed, wit- 
nessed and guaranteed, with the re- 
quired amount of Federal and state 
transfer tax stamps attached; that items 
registered in the name of a fiduciary 
have attached certified copies of wills or 
agreements so that the trust depart- 
ment can determine whether the fidu- 
ciary has powers to act in the particular 
case on hand; that stocks or bonds reg- 
istered in the name of a corporation 
have attached thereto the proper certi- 
fied copies of the minutes of the meeting 
of the board of directors authorizing the 
deposit or exchange of such certificates, 
and that the officers of such corporation 
have been properly appointed by such 
board of directors. He must also be 
sure that checks received under a sub- 
scription or reorganization are drawn 
by the owner of the securities to the 
order of the company or the bank, and 
that checks of corporations or fiducia- 
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ries are not tendered in payment of 
amounts due by individuals of such 
corporations or fiduciaries unless the 
necessary authority has been placed 
with the trust department. 

The agent must make certain that 
third party checks are thoroughly veri- 
fed before acceptance in payment of 
subscriptions or other charges. In the 
redemption of stocks or bonds, the trust 
department must satisfy itself and not 
draw checks to other than the regis- 
tered holder of non-negotiable items un- 
less the certificate or bond is properly 
endorsed, witnessed and guaranteed by 
an acceptable bank or broker. 

With agency accounts the adminis- 
tration officers should also give explicit 
instructions to the operating group as to 
the terms of the agency, setting forth 
the kind, type and amount of securities 
to be received, what is to be issued 
thereagainst outside of the usual counter 
receipt, and the basis of the exchange; 
also whether stock transfer or original 
issue tax stamps are required. In those 
cases where the new securities will be 
publicly distributed, it is also necessary 
to have the approval and registration 
certificate of the Securities and Ex- 
change Commission. 


TRANSFER, REGISTRATION 


THE stock transfer and registration 
division activity is occasioned by an 
appointment from a corporation whose 
stock is distributed among the investing 
public. Among the operations of this 
division are those which require the 
transfer agent to determine that the 
proper transfer tax stamps are attached 
and certificates are endorsed, witnessed 
and guaranteed, and the names of the 
new owners inserted. Items to be trans- 
ferred out of the name of a fiduciary 
must be verified to the will or trust 
agreement and in accordance with the 
laws of the state where the instrument 
is operative. Often this work must be 
performed by counsel. The old certifi- 
cates must be recorded on transfer 
sheets against which is set the issuance 
of the new certificates. The total num- 
ber of shares cancelled must prove to 
the number of shares issued, after which 
both sets of certificates are forwarded to 
the registrar. 

An accurate record of stockholders 
for each company must be maintained 
if such an appointment has been re- 
ceived. This record is used for the 
preparation of checks issued in payment 
of dividends, and for mailing of proxies, 
reports, circulars and advertising mat- 
ter. In this division also there is much 
Correspondence with stockholders of the 
various corporations regarding lost cer- 
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tificates, payment of dividends, or the 
dates of meetings. Here the proper ap- 
proval and registration of the Securities 
and Exchange Commission must be re- 
ceived if a new issue is being publicly 
offered, distributed, or listed on an Ex- 
change. 

All of the foregoing is but a fraction 
of the total work involved when a trust 
department offers its services in this 
field. 

Many are the ramifications and 
pitfalls of this work which make it a 
highly specialized field of endeavor. 
Too numerous to mention are the spe- 
cial details carried to conclusion, for 


rarely can two accounts be considered 
uniform. The fees for furnishing this 
service can only be based upon an ac- 
curate knowledge of costs, so that the 
trust department can be adequately 
reimbursed for its investment in spe- 
cially trained clerks and officers. 

It has been the experience of those en- 
gaged in this work that it takes years of 
training before a clerk acquires suffi- 
cient knowledge to be of real worth to 
the organization. That such is the case 
cannot be doubted by the most skepti- 
cal after reading only a few of the more 
important operations as set forth in this 
article. 


COOPERATION 


WITH LOCAL BANKS 


Central Hanover does not compete 


for business that naturally belongs to 


business. 


its correspondent banks. 


Only where there is a practical need 
of a New York account does Central 


Hanover desire any part of the 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


Member Federal Deposit Insurance Corporation 
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Death takes o holiday with 
respect to personal loans. 


Let Old Republic cut your 


risks without cost to you. 


Danger of monetary loss is only one of the risks involved in 
the death of a personal loan borrower with an unpaid balance 
due on his note. There is the additional risk of creating un- 
justifiable ill-will when the borrower’s family or the co-maker 
is pressed for payment. 

Delay, embarrassment, inconvenience, litigation, ill-will, 
financial loss —all are avoided by Old Republic’s simple, 
practical plan of credit life insurance. In the event of the 
death of a personal loan borrower under Old Republic’s plan, 
the bank, the borrower’s family, and the co-maker are covered 
100% on the unpaid balance due. 

Yet the plan costs the bank nothing to install, nothing to 
operate. Rather it adds to the personal loan department’s 
revenue. And the resultant good-will is pure “‘velvet’’. 

Old Republic is a legal reserve, old line life insurance com- 
pany. It is the pioneer in adapting credit life insurance to the 
needs of commercial banks with personal loan departments. 


Write for complete details. 


Old Republic Credit 


Life Insurance Company 


221 North LaSalle Street, (Aicago 


Colored Light 
Signs 


fps large branch bank institution in 
the central states has kept pace 
with lighting developments and, as a 
result, has found a way to improve its 
electric roof signs and at the same time 
save money. 

This bank operates 54 branches in its 
city. Several of these are at such 
strategic locations that they have al- 
ways been regarded as excellent for roof 
sign installations. Until now, most of 
these signs have been stepped up to 
meet the high-powered competition of 
improved lighting and neon signs until 
they required 15- or 25-watt bulbs. The 
conventional clear glass lamp was used 
with the disadvantage of being sur- 
rounded by similar lamps in competing 
roof signs of other establishments. 


A NEW DEVELOPMENT 


THERE have just been developed some 
new 3- and 6-watt bulbs for which tests 
show a longer life than the conventional 
bulb. 

The 3-watt lamp gives the bril- 
liance and illumination of a 15-watt 
ordinary type bulb while the 6-watt 
gives the equivalent of the common- 
place 25-watt bulb. The reasons for the 
greater life and efficiency are that the 
new bulb, which is very small, is screwed 
into a reflector shell having a colored 
lens, somewhat like those used in traffic 
lights. 

The whole unit has a base that screws 
into an ordinary lamp socket. The 
lenses come in a variety of colors and 
also serve the purpose of protecting the 
reflector as well as the bulb. 

The bank is now using these new re- 
flector units in all of its roof signs, with 
lenses of green. This color is so uncom- 
mon as to make the roof signs distinctive 
and outstanding even in competition 
with the familiar red neon. It is believed 
that the saving in current in one year 
will more than make up for the initial 
cost of the bulbs, taking into considera- 
tion the longer life of the lamp, which is 
guaranteed by the manufacturer. 

Power and light companies are said 
to be enthusiastic about these bulbs 
even though they may result in an origi- 
nal lessened consumption of current. 
They feel that businesses which, as an 
economy measure, turned off their signs, 
will now turn them on again with the 
new bulb, and increase the number of 
electric signs in use. 
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Bank Payrolls and Employment 


HE second report of the Govern- 
es new census of business series 
on banking institutions, covering the 
East-South-Central states—Alabama, 
Kentucky, Mississippi and Tennessee— 
shows that 1,372 banks were in opera- 
tion last year in that territory. These 
institutions employed 10,089 persons 
and had an aggregate payroll during 
the year of more than $14,800,000. 

The banks were divided geographi- 
cally as follows: 251 in Alabama, 477 in 
Kentucky, 251 in Mississippi, and 393 
in Tennessee. More specialized financial 
organizations, such as loan associations 
and investment banking institutions, 
are not included in the tabulation and 
will be reported separately. 

Of the banks for which statistics were 
obtained, 1,168 are unit organizations 
and 204 are of the branch variety, in- 
dicating a ratio of approximately one 
branch to six unit banks. Branches con- 
stitute 14.9 per cent of the total of all 
banks. 

Employment figures include both 
full-time and part-time employees who 
were on the payroll at the end of the 
year, as well as personnel in banks 
liquidated during 1935. The payroll fig- 
ures represent the total amount paid to 
all employees for the entire period. Of 
the 10,089 persons shown, 3,631 are 
executives and salaried officers, 6,458 


GEORGIA BANKERS 


H. Lane Young, executive 
manager, Citizens & Southern 
National Bank, Atlanta, is 


being other employees. This would in- 
dicate a ratio of approximately one ex- 
ecutive for every two other employees, 
or 36 per cent executives. 

In the branch banks, 19.2 per cent 
of all employees are classified as execu- 
tives. In unit institutions, executives 
constitute 41.3 per cent. 

“Tf the number of employees re- 
ported, as of the close of the year,” says 
the census bureau’s report of the survey, 
“may be considered representative of 


employment throughout the year, the 
average annual salary paid to employees 
of all banks, including executives, was 
$1,470 for the states covered in this 
report. 

“In unit banks the average salary, 
under the same assumption, was $1,427. 
The average salary for executives was 
$2,005, and $1,022 for other employees. 
In branch banks the average salary was 
$1,607. For executives it was $3,282 
and for other employees, $1,210.” 


FEW BANKING PROBLEMS 


ARE 


NEW 


to this friendly, dependable 
Chicago correspondent 


president of the Georgia Bank- 
ers Association for the 1936- 
1937 year 


In its decades of service as correspondent for many of the nation’s 
leading banks, The Northern Trust Company has acquired a large fund 
of experience. This fact, together with the most modern facilities, 
enables this institution to help correspondents solve their banking 
problems. Whenever unusual situations arise, clients rest secure in 
the knowledge that they will command the closest personal atten- 
tion of the officers of the bank. Many banks have found their 
relationship here to be invaluable. Inquiries are always welcome. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 
Member Federal Deposit Insurance Corporation 


BLANK-STOLLER 


September 1936 
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HARLES C. FICHTNER, secre- 
tary-treasurer of the American As- 
sociation of Collegiate Schools of Busi- 
ness, called attention to the A.B.A. loan 
scholarship at the 18th annual meeting, 
held at the Harvard Graduate School of 
Business Administration in Boston. 
“Students in collegiate business schools,”’ 
he said, “have access to the large out- 
side loan funds such as the Knights 
Templar Education Foundation, the F. 
J. Barrett Foundation, the Harmon 


Foundation and others, but of special 
service to them is the American Bankers 
Association Foundation for Education 
in Economics. The Bankers Foundation 
was established in 1925 to commemo- 
rate the Fiftieth Anniversary of the 
American Bankers Association, the pur- 
pose of the Foundation being ‘to estab- 
lish scholarships in economics and pro- 
mote economic research for developing 
a sound public understanding of the 
business questions which underlie and 


Loan Scholarships for Business Students 


hen you need outside facilities to answer 


the requirements of your customers, let us help 


you ... The National Bank of Tulsa is equipped 


to give the best in transit and collection 


service... More than 80% of all our transit busi- 


ness goes direct to point of payment through 


daily cash letters ... Recordak protection is a 


matter-of-fact routine in the handling of out- 


of-town transactions 


to this bank. 


and satisfactory transit service, send your items 


NATIONAL BANK 
OF TULSA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


.. For rapid, efficient, 


vitally affect our national welfare and 
prosperity.’ Of the principal sum of one. 
half million dollars contemplated, about 
$478,000 has been subscribed by indj- 
viduals, the A.I.B., the Association and 
by member banks. The net worth of the 
Fund on August 31, 1935, was $628,619, 
including a net increment from interest 
of $150,074. 

“The fund is of the restricted type, 
that is, at least 75 per cent of the princi- 
pal must be invested in bonds and mort- 
gages; loan scholarships are limited to 
25 per cent of the principal and to the 
investment income. Since its inception 
to August 31, 1935, the Foundation 
made 415 loans aggregating about $100,- 
000. Of this amount, $42,000 has been 
repaid and $4,100 has been charged off 
as uncollectible, leaving $54,000 in loans 
outstanding. Of the 415 loan awards, 
109 have been repaid in full; 127 are be- 
ing paid in installments; 34 are past due; 
and 18 have been charged off as un- 
collectible. 

“Nineteen member schools reported 
twenty-one annual A.B.A. Loan Schol- 
arships. The basis of selection and meth- 
ods of administration represent the best 
practices in student loan administra- 
tion. Recently a change was made to re- 
strict loans to seniors only, and to re- 
quire repayment of undergraduate loans 
before matriculation for graduate work.” 


THE HELLENES 


General John Metaxas was 
added to the ranks of European 
dictators during the month of 
August. His field of operations 
is in Greece, where martial law 
was declared 


WIDE WORLD 
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Which way do yours turn 
on air conditioning? 


We have talked to many bankers—and the 
universal answer they give to the question 
is this: “It all depends on the kind of 
information presented by business men 
regarding the air conditioning proposi- 
tions they have in mind.” 

Knowing that a large proportion of air 
conditioning projects are shown to bank 
executives for their advice regarding the 
soundness of the investment, Kelvinator 
engineers in preparing air conditioning 
surveys include all the information which 
a banker needs to form an intelligent 
opinion and make a wise decision. 


A Kelvinator survey not only shows 
cost figures, details of the proposed equip- 
ment and methods of installation, but also 
gives a clear picture as to the results which 
can be expected in the vitally important 
matter of increased business and profits. 


September 1936 


Through a Kelvinator survey, you as a 
banker can accurately weigh the investment 
against the returns in each individual case 
presented by your clients and customers. 
And, of course, it naturally follows that in 
considering air conditioning for properties 
controlled by your own banking establish- 
ment, a Kelvinator survey—which costs 
nothing and incurs no obligation—will 
give you the same complete picture of the 
profit value of the proposed installation. 


Therefore, is it not reasonable for us 
to suggest that you insist upon a Kelvinator 
survey on all air conditioning projects 
presented to you? Especially when you 
consider that such a survey costs nothing! 

Kelvinator Corporation, 14250 Plym- 
outh Road, Detroit, Michigan. Kelvinator 
factories are located also in London, 
Ontario, and in London, England. 
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OVERNMENT emphasis on lower 
interest rates is discouraging the 
small saver in his efforts to place his 
surplus capital safely, with the resulting 
danger that his efforts to get a larger 
return will lead him into speculative 
ventures, says a statement by the direc- 
tors of the United States Building and 
Loan League. 
“Tt is an anomaly,” the directors as- 
sert, “that the Government which has 
placed so much stress upon protecting 


LO FREL 
SECURE 


Approving credit means more to him 
than design, materials and location. He 
insists on knowing who will pay when 
fire, wind, explosion, fraud or liability take 
their toll. 

Among the insurance companies that 
get his “OK” is Fireman’s Fund. Assets 
of 32 millions, policyholders’ surplus 
of 22 millions...73 years without a de- 
fault...these are the factors of Strength, 
Permanence and Stability that have won 
his approval. 


There are 11,000 Fireman’s Fund agents 
in America. Consult one of them for 
policies “always worth par when misfor- 
tune strikes.” 


IREMANS 


Fire & Marine /nsurance Company 
Fireman's Fund Indemnity Company ~ Occidental Aideainily Company 
New York Chicago SAN FRANCISCO Boston Atlanta 


DEPENDABLE INSU 


Low Interest Rates 


FUND GROU 


Firemans Fund Insurance Company ~ Occidental Insurance Company 


Fire Automobile Marine - Casualty Fidelity Surety 


the saver from speculation should give 
rise to this threat as a by-product of its 
own interest rate emphasis.” 

Observing “a growing tendency of 
the public to seek out the old familiar 
sources of home loans”, the board asks: 
“Will the savers continue to place their 
funds at the disposal of trustee institu- 
tions such as these if the policy of un- 
necessarily depressing or decreasing in- 
terest rates continues on the part of the 
public leadership of the nation? 


“Tn order to make a favorable market 
for Government securities there has 
been persistent emphasis upon lower 
and lower interest rates in every chan- 
nel where money from small savers and 
investors has customarily been put to 
safe and sound use. The farm mortgage 
rate has been the core around which the 
low interest influences have revolved 
most frequently, but the full import of 
these activities has not escaped the 
urban mortgage field where an avowed 
purpose of the Federal Housing Admin- 
istration activities was to drive down 
interest rates by the yardstick method. 

“The lowering of such interest rates 
cannot but be reflected in the retum 
paid to the saver in institutions han- 
dling this type of lending business. So it 
comes about that every policy holder in 
a life insurance company, every share- 
holder in a savings, building and loan 
association, and every owner of a sav- 
ings bank account is discouraged in his 
efforts to build up a competence by 
placing his savings in a sound, safe 
channel. 

“The real danger, to the social fabric 
of the nation, is that he will be led into 
speculative ventures in his desperation 
over the impossibility of getting a logi- 
cal return on his money in the older 
channels.” 

There is no logical reason, the board 
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SHORTAGE 


The worst crop shortage in 

years, especially in corn and 

potatoes, is forecast by J. A. 

Becker, chairman of the crop 

reporting board, Department 
of Agriculture 
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adds, why interest rates should not con- 
tinue to be governed by supply and 
demand. 

“Jt is interesting to observe,” con- 
tinues the statement, “that little of the 
actual agitation for interest rates below 
the level of economic justification began 
with the people who borrow money. 
During the past few years they have 
been made interest-rate conscious, to 
their own detriment in many cases, be- 
cause it frequently happens that the 
very person who wishes to borrow 
money from a savings, building and 
loan association for a home is at the 
same time a policy holder in a life in- 


surance company or a savings account 


owner in a bank. What he saves on a 
low rate on his borrowings he loses in 
the necessarily lower rate on his savings. 

“Our observation of the home financ- 
ing situation today also brings us to 
consideration of the immediate future 
policy of the Home Owners’ Loan Cor- 
poration which ceased making disburse- 
ments to home owners on June 13. The 
corporation has begun to face the reali- 


ties which long ago had to be faced by |’ 


all privately capitalized home financing 
institutions publicly supervised. It has 
had to institute thousands of foreclo- 
sures. It is also facing the realities of the 
overhead involved in conducting a mort- 
gage business on a nationwide basis. 
“Both these considerations suggest 
that more rapid retirement from its 
field of activity than now contemplated 
might be beneficial to itself and to the 


MICHIGAN BANKERS 
W. F. Truettner, vice-president 
of the National Bank of Detroit, 
is the new president of the 
Michigan Bankers Association 


GREYSTONE 


nation. There are literally thousands of 
mortgages which it has refunded which 
are not in the distress class. These could 
be taken off their hands by community 
institutions, such as building and loan 
associations, which can duplicate the 
meretorious, monthly repayment long- 
term loan which the H.O.L.C. gave 
these borrowers. The task which the 
corporation performed in its three years 
of lending lifetime was worthwhile and 
there is no attempt here to attack its 
usefulness, merely to consider its future 
policy now that the long period of liqui- 
dation is supposed to have begun.” 
“With such conditions surrounding 


us,” it concludes, “the happiest results 
can be obtained for the employment of 
building labor, for the development of 
home ownership, even for the reduction 
in the cost of home ownership, by keep- 
ing at a minimum the agencies of gov- 
ernment which attempt to give leader- 
ship and assistance to the enterprise. 
Those which are operating today are 
sufficient and their coordination is 
highly desirable. Care must be exercised 
that the arrangements set up to facili- 
tate and hasten the revival of home 
building do not become boomerangs to 
harass the recovery we are now begin- 
ning to sight.” 


For Agriculture 


URS is a specialized kind of 


service. It is particularly at- 


tractive to banks that want to keep 


in close touch with all phases of agri- 


culture — to banks that want quick, 


dependable information on current 


conditions and long-term trends in 


this important industry. 


If yours is that kind of bank, we 


believe you can profit from the spe- 


cialized correspondent services we 


offer. We invite your inquiry. 


The LIVE STOCK 
National BANK 


OF CHICAGO x Union Stock Vards 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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= SETTING up the system of insur- 
ance for modernization and repair 
loans the Federal Housing authorities 
called upon the banks, the building and 
loan associations and “other” lending 
institutions for cooperation. The “other” 
institutions responded in activity next 
to the banks. Of the $395,882,688 of 
such insured loans reported up to June 
30, national banks furnished $170,753,- 
831, or 43.13 per cent, and state banks 
and trust companies $103,719,740, or 


Modernization Financing 


26.2 per cent, or a total of 69.33 per cent 
for all commercial banks and trust com- 
panies. 

The next on the list were finance com- 
panies, which furnished $92,582,593, or 
23.39 per cent of the loans written. In- 
dustrial banks furnished $22,080,998, or 
5.58 per cent, building and loan associa- 
tions following with $3,467,848, or 0.88 
per cent, savings banks with $2,828,888, 
or 0.71 per cent, and all other agencies 
with $448,785, or 0.11 per cent. 


SPECIAL CHECKS 


FOR SPECIAL NEEDS 


Todd Litho-Print Checks solve with efficiency 
and distinction, the problem of special checks 
for merchant depositors. Todd Litho-Print 
checks are available in several colors, types 
of papers and stub styles offering a choice 
of more than a hundred different forms to 
fit any disbursement or accounting system. 


PROTECTION — Imprinted individualized, num- 
bered checks lithographed on highly sensitive, 
completely ceatrolled Todd papers not only 
greatly facilitate identification, but also 
present a highly effective barrier to the 
check forger or to the check counterfeiter. 


ServicE—The Todd Company with offices 
located in all principal cities and with a 
nation-wide imprinting service offers you 
quick delivery of the highest quality products. 


A line to The Todd Company will bring any 
banker, without charge, a Todd Litho-Print 
style book, bound in Wire-O, the most mod- 
ern and effective of ‘‘lay-flat’ bindings 


The Todd Co., Inc. Rochester, N. Y. 


Imprinting Service in Plants at 
Boston Brooklyn Cincinnati Chicago Denver Dallas 


irmingham LosAngeles San Francisco 
Portland Spokane St. Paul 


Approximately 2,000 finance compa- 
niesaccepted contracts of insurance from 
the Housing Administration of which, at 
last accounts, 145 have reported lees 
in the class below the $2,000 limit, while 
36 of the companies also reported loans 
in the $2,000-$50,000 category. The 
greater part of the finance company 
business has been written by finance 
company subsidiaries of manufacturing, 
contracting and furnishing concerns, 


PURPOSES OF LOANS 


OF the total amount of loans written 
under Title I of the housing act as last 
reported, 31.4 per cent were for plumb- 
ing and heating equipment, 22.6 per 
cent for machinery and plant equip- 
ment, 16.3 per cent for carpentry and 
masonry, 12.8 per cent for roofing, 10,7 
per cent for painting and interior dec- 
oration, and 6.2 per cent for miscellane- 
ous work. When these proportions are 
considered in connection with large na- 
tional producers of such supplies which 
have subsidiary finance companies (Amer- 
ican Radiator Company, Holland Fur- 
nace Company, Johns-Manville Com- 
pany, Sears, Roebuck and Company, 
etc.) or close relations with other finance 
companies the nature of this financing 
becomes apparent. Such concerns have 
done substantially a fourth of all Title 
I financing. One encouraging feature of 
the record from a banking standpoint 
is that between January 1 and June 30 
the national bank proportion of the 
loans increased from 42.3 to 43.1 per 
cent and that of the state banks and 
trust companies from 25.9 to 26.2 per 
cent, while finance companies and build- 
ing and loan associations lost pro- 
portionately. 

Banks also lead all other institutions 
in the amount of insured mortgage loans 
under Title II of the housing act made 
to June 30. Of the total of $351,178,264 
of such loans outstanding as of June 30, 
national banks held 33.77 per cent, 
state banks and trust companies 31.65 
per cent, building and loan associations 
16.98 per cent, insurance companies 
6.65 per cent, savings banks 2.55 per 
cent, and all other institutions 0.39 per 
cent. The national bank proportion was 
about equally divided between the f- 
nancing of new construction and the 
refinancing of old loans. State banks and 
trust companies leaned somewhat to re- 
financing, building and loan assocla- 
tions to new financing; insurance com- 
panies favored refinancing and other 
agencies leaned to new construction. 
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THE HOME 


INSURANCE COMPANY 


NEW YORK 


STATEMENT—JUNE 30, 1936 


ASSETS 
Cash in Banks and Trust Companies $ 13,991,862.08 
United States Government Bonds 2,818,958.99 
All Other Bonds and Stocks 97,354,211.19 
Premiums uncollected, less than 90 days due . . . . 6,971 644.75 
Accrued Interest 231,676.00 


773,202.00 
$122,141,555.01 


Capital Stock $ 14,500,000.00 
Reserve for Unearned Premiums 39,207,558.00 
Reserve for Losses 4,437,757.00 
Reserve for Unpaid Reinsurance 796,364.77 
Reserve for Taxes and Accounts 1,500,000.00 
Conflagration Reserve 2,000,000.00+ 
NET SURPLUS 59,699,875.24t¢ 


$122,141,555.01 
SURPLUS AS REGARDS POLICYHOLDERS $76,199,875.24} 


NOTE: On the basis of June 30, 1936 market quotations for all 
Bonds and Stocks owned the total admitted Assets would be in- 
creased to $128,224,799.33, the Net Surplus to $65,783,119.56, 
and the Surplus as regards Policyholders to $82,283,119.56. 
Securities carried at $2,620,655.00 and cash $50,000.00 in the 
above statement are deposited as required by law. 


Strength « » Reputation «» Service 
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International Capital Trends in 1935 


HE international movement of short- 
term banking funds during 1935 re- 
sulted in a net inflow to the United 
States of $970,000,000, while the net in- 
ward movement of commercial and 
other short-term capital totaled ap- 
proximately $105,000,000, says the an- 
nual report on the country’s balance of 
payments, issued by the Department of 
Commerce. 
Influences affecting the almost steady 
trend of short-term funds to the United 


States last year included, notably, the 
series of “gold bloc” crises, particu- 
larly severe during the Spring and in 
November, and the threat of a general 
European war which, the report says, 
“created a distinct nervousness in in- 
ternational financial markets for some 
weeks preceding, as well as after, the 
Italian invasion of Ethiopia. 

“The major part of the international 
movement of short-term funds,” con- 
tinues the document, “is normally re- 


OUR AGENTS THROUGHOUT THE COUNTRY ARE 
ESPECIALLY EQUIPPED TO SERVE THE INTERESTS OF 
BANKS AND TRUST COMPANIES 


NATIONAL FIRE INSURANCE COMPANY 
OF HARTFORD 
CAPITAL $5,000,000 


SURPLUS AVAILABLE FOR PROTECTION OF 
POLICYHOLDERS 


$23,891 ,971.01 


OF NEW YORK 
CAPITAL $1,000,000 
SURPLUS AVAILABLE FOR PROTECTION OF 


FRANKLIN NATIONAL INSURANCE COMPANY 
POLICYHOLDERS 
$2,853,590.30 


THE 
NATIONAL 
FIRE INSURANCE 
COMPANY 
OF HARTFORD 
GROUP 


F.D. LAYTON 
President 


S.T. MAXWELL 
Vice-President 
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MECHANICS AND TRADERS 
INSURANCE COMPANY 
HARTFORD 


CAPITAL $1,000,000 


SURPLUS AVAILABLE FOR PROTECTION OF 
POLICYHOLDERS 


$3,667,491 .61 


From Annual Statements, December 31, 1935 


flected in the reported shifts of intema. 
tional banking assets and liabilities 
The net movement of such funds results 
from the combined changes in United 
States short-term banking assets held 
abroad and short-term liabilities repre. 
sented by deposits and other banking 
liabilities due foreign banks and other 
creditors. 

“The unprecedented inflow of bank. 
ing funds in 1935 was only in part the 
result of the flight of foreign short-term 
capital to the United States; about one. 
third of the net inflow resulted from 
the return from foreign money markets 
of American-owned banking funds. The 
total volume of funds thus transferred 
—which had to a substantial degree 
their counterpart in an abnormally 
large inflow of gold—was also influ. 
enced in small part by the normal shift 
of banking funds employed for ordinary 
commercial purposes and by the further 
liquidation of ‘standstill’ and other 
short-term credits owed on American 
account by European banking debtors. 

“The short-term liabilities of Amer- 
ican banks owed to foreign creditors 
consist largely of deposits. At the end of 
1935 approximately 86 per cent of the 
total liabilities were reported in this 
form, as compared with roughly 80 per 
cent at the end of 1934. Deposits of 
‘foreigners’ in this country more than 
doubled during 1935, while short-term 


CIVIL WAR 


Manuel Azana, left republi- 

can and president of Spain, to 

whom fell the defense of the 

republic against fascist-mili- 
tarist rebels 
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INTERNATIONAL 
BANKING Ser 


ijbilities as a whole rose slightly less 
than 100 per cent during the year. 

“Qn the basis of data furnished by 
the banks insured by the Federal De- 

sit Insurance Corporation the net 
<hift of short-term funds to the United 
States during the year was fairly well 
gpread over the two half-year periods— 
as was perhaps to be expected, in view 
of the corresponding spread of the year’s 
inward gold movement. The banks in- 
sured by the corporation reported an 
increase in liabilities ‘due to’ banks in 
foreign countries from $156,000,000 on 
December 31, 1934, to $280,000,000 on 
June 29, 1935, and to $453,000,000 on 
December 31, 1935. The same reporting 
institutions held assets abroad which 
declined from $190,000,000 on Decem- 
ber 31, 1934, to $76,000,000 on June 29, 
1935, and to $55,000,000 on December 
31, 1935.” 

The most important item in the 
year’s change in foreign short-term as- 
sets of American banks was a sharp de- 
cline in deposits, but there was also a 
further substantial liquidation of other 
items, such as liabilities of “foreigners” 
on acceptances made for their account, 
loans to foreign banks, and miscellane- 
ous short-term claims on foreigners. 

With regard to the German “stand- 
still” credits, the report says that the 
amount representing the share of Amer- 
ican banks at the end of 1935 was about 
$146,000,000 compared with about 
$172,000,000 on December 31, 1934 and 
$282,000,000 at the end of 1933. The 
average interest rate last year approxi- 


CRAFT UNIONIST 


When the A. F. of L.’s executive 
council tried the industrial- 
organization unions, John P. 
Frey prosecuted the charge of 
insurrection 


mated 2 per cent as against an average 
original rate of at least 6 per cent. 

For the fifth consecutive year, the 
Department reports, the international 
long-term capital transactions of the 
United States yielded in 1935 a net 
receipt of funds. 

“With the exception of merchandise 
exports and imports, no class of interna- 
tional transactions in the United States’ 
balance of international payments has 
in recent years involved a larger volume 
of dollar settlements than the long-term 
security dealings between American and 
foreign investors. Although the under- 
writing of foreign dollar securities in 


the United States has been relatively 
unimportant since 1930, the interna- 
tional transfer of outstanding issues has 
continued on a large scale. . . . 

“The net receipts of funds by this 
country from transactions involving 
changes in United States long-term in- 
vestments abroad aggregated $118,000,- 
000, as compared with net receipts of 
$185,000,000 in the preceding year. 
Transactions involving changes in for- 
eign long-term investments in the 
United States resulted in net receipts of 
$344,000,000 in 1935, whereas in 1934 
they involved net payments of $13,000,- 
000.”’ 


Despite mechanical 
safeguards, the clever forger can 


take your checks, raise the amounts, forge endorse- 


ments — and subject you to an embarrassingly large loss of money. 


The only certain way to guard against loss through forgery or altera- 
tion is to obtain a Forgery Bond, matching your loss, dollar for dollar. 


Thousands of business men have chosen Standard of Detroit as the 
repository of their confidence. This 52 year old company has earned 
an enviable reputation for its national service . . . rendered through 
8300 able, experienced, local representatives. During these years, over 
$148,000,000 have been paid in claims. More than a million 
persons enjoy the protection afforded through Standard coverage— 
Casualty Insurance or Bonds. 


Kinds of insurance written: Automobile «+ Personal Accident and Sickness « Bur- 
glary « Holdup « General Liability + Plate Glass «¢ and Fidelity and Surety Bonds 


STANDARD ACCIDENT INSURANCE COMPANY 
Detroit, Michigan 
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Thoughtfully worded, as all advertising 
should be, this phrase has stood for two 
decades the guiding principle of the 
Financial Advertisers Association. “To 
assist’ has been the keynote of the As- 
sociation’s service, not only to members, 
but to all banks. 


Rarely, save in times of stress, have ad- 
vertising and public relations been re- 
garded as of major importance in bank 
management, yet the whole structure of 
American finance rests upon the good- 
will of a public which still knows all too 
little of the place and functions of bank- 
ing in our economic life. 


The Financial Advertisers Association 
claims only to have been of .assistance 
in making the advertising of member 
banks more productive, and public re- 
lations work more effective. Every good 
advertisement, every good public rela- 
tions program, profits not only those 
who sponsor and pay the costs; but also 
helps banking as a whole. 


No man, or group of men, can have re- 
spect and good-will for one bank and 
regard others with scorn and derision. 
So we of the Financial Advertisers As- 
*By-Laws F.A.A. 1915 


YOU ARE A STRANGER ONLY ONCE 
FINANCIAL ADVERTISERS ASSOCIATION 


and the convention. 


O assist in advancing the interests of 
banks, trust compantes and investment 
banking 


sociation are working with you and for 
you. Our interests are in concord, not 
conflict. 


The 2lst Annual Convention of the As- 
sociation will be held in Nashville, be- 
ginning September 14. An outstanding 
program has been created upon the re- 
lated notes of a single chord — adver- 
tising; customer and public relations; 
new business development. Men of 
recognized authority are head-liners, 
with ‘shop-talks” by others, who know 
their subjects no less well, on the ‘Why, 
When, How” of the craft of contacts. 


In every bank some one is concerned 
with the problems that have been this 
Association's work since its organiza- 
tion in 1915. He is particularly invited 
to the convention, assured a welcome 
and an opportunity to take part in dis- 
cussions should he choose. There is no 
distinction between members. and 
guests save in the business session, 
when the latter do not vote. 


Make reservation with Preston E. Reed, 
Executive Secretary, 231 South La Salle 
Street, Chicago, or write to him for in- 
formation regarding the Association 


IN THE 
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Social Security and Taxation 


(CONTINUED FROM PAGE 31) 


the operation of state social security 
laws then the extent to which states 
may go in that direction must be care- 
fully circumscribed by Federal law. As 
was said by the Supreme Court in 
Davis v. Elmira Savings Bank, 161 U.S. 
275, on page 283: 

“National banks are instrumental- 
ities of the Federal Government, cre- 
ated for a public purpose, and as 
such necessarily subject to the para- 
mount authority of the United 
States. It follows that an attempt, by 
a state, to define their duties or 
control the conduct of their affairs is 
absolutely void, wherever such at- 
tempted exercise of authority ex- 
pressly conflicts with the laws of the 
United States, and either frustrates 
the purpose of the national legislation 
or impairs the efficiency of these agen- 
cies of the Federal Government to dis- 
charge the duties, for the performance 
of which they were created. These 
principles are axiomatic, and are 
sanctioned by the repeated adjudi- 
cations of this court.” 

Special taxation for social security is a 
new field. The rates planned now for 
the future may seem comparatively low, 


carefully limited the exercise of the 
power and the Supreme Court has by 
repeated decisions voided national bank 
taxation which violated the Federal 
statute. The following bank tax cases 
held that Section 5219 was violated and 
the state taxing statutes invalid as con- 
strued and applied: Montana Bank v. 
Yellowstone County, 276 U. S. 499; First 
National Bank v. Anderson, 269 U. S. 
341; Merchants’ National Bank v. Rich- 
mond, 256 U. S. 635; San Francisco Na- 
tional Bank v. Dodge, 197 U. S. 70. 


EXTREME CAUTION NECESSARY 


SECTION 5219 is bottomed on the ob- 
jective of permitting states to tax na- 
tional banks for the support of state and 
local governmental purposes. The con- 
ditions of the grant are such as to in- 
hibit the states from discriminatory or 
excessive taxation of national banks. 
Since 1875, by Section 5240 of the U. S. 
Revised Statutes, Congress has pro- 
vided that no national bank shall be 
subject to visitorial powers other than 
such as are authorized by Federal law, 
or invested in courts of justice or such 


and the time may come when these | 


rates will have to be increased to main- 
tain the purposes of the statutes. Take, 
for example, old-age pensions. States 
started out with 70 as the proper age 
for pensioning. The Federal Govern- 
ment has set the age at 65 and the 
states will follow suit to get the benefit 
of Federal appropriations. The New 
York Legislature this year adopted the 
65 years’ base. That age limit might in 
the future be lowered further. Statistics 
show people are living longer. Hence, 
the tax burden will increase. The Fed- 
eral old-age pension plan is limited in 
its field and confined to benefits to 
those in a certain class of employment. 
There are millions left out, such as 
farmers, servants, public employees and 
employees of charitable institutions of 
various kinds. State systems will seek 
to take care of the classes omitted from 
the Federal plan, with such assistance 
as the Federal Government may give. 
Under pressure and modern tendencies, 
the field for social security will probably 
greatly increase and with it the tax 
burden. 

Under the statute, popularly known 
as “Section 5219” of the Revised Stat- 
utes, Congress, from 1864 to the present, 
in connection with the grant of power to 
the states to tax national banks, has 
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as Congress itself or either house thereof 
or duly authorized committees thereof, 
exercise or direct. 

If social security is to become a per- 
manent feature of American economic 
life and developed through Congres- 
sional action, then provision should be 
made by Federal law so that states may 
not have the power to affect the integ- 
rity of the national banking system. 
In amending the Social Security Act so 
as to include the employees of national 
banks within the benefited classes, any 
powers granted to the states in connec- 
tion therewith must be soundly con- 
ditioned and carefully circumscribed 
in line with traditional Congressional 
policy. 

It must be borne in mind that the 
raising of revenue for social security 
purposes is not the same thing as raising 
revenue for the support of government. 
In taxation for the support of govern- 
ment, banks are properly classified with 
other large classes of taxpayers but in 
taxation for social security there are 
sound reasons for a different classifica- 
tion. There are those who, while en- 
tirely sympathetic with the idea of 
social security, yet believe that in en- 
tering this new field of governmental 
activity Congress should be very careful 


INCREASE YOUR PROFITS 


through LAWRENCE SYSTEM field warehousing 


When LAWRENCE SYSTEM closes 
the door on a borrower's inventory 
it opens new opportunities for both 
borrower and banker. 

The borrower is enabled to obtain 
additional working capital for man- 
ufacturing, production and distribu- 
tion needs. 

The banker is enabled to lend 
safely and profitably far beyond the 
limits of open credit. Collat- 
eral is ample and protected. 
The commodity paper cre- 


LAWRENCE 
SYSTEM 


ated is secure, self-liquidating and 
usually subjeé& to rediscount. 

You can obtain new business for 
surplus funds now lying idle in your 
bank, through LAWRENCE SYSTEM 
of field warehousing. 

Copies of the booklet, “Ware- 
house Receipts as Collateral,” will 
be mailed free, postpaid, on request. 
Or consult Department B-1 of the 
nearest LAWRENCE SYSTEM 
office for information on spe- 
cific, confidential problems. 


JAWRENCE WAREHOUSE (OMPANY 


FIELD WAREHOUSING « CREATING COMMODITY PAPER AGAINST INVENTORY 
A.T. Gipson, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION— Since 1916 
NEW YORK: 52 Wall St.e CHICAGO: One North LaSalle St.* BUFFALO: Liberty Bank Building 
SAN FRANCISCO, CALIF: 37 Drumm Street» LOS ANGELES, CALIF: W. P. Story Building 
FRESNO, CALIF: 2030 Anna Street * DALLAS: Santa Fe Building * SPOKANE: 155 South Stevens 


SEATTLE: 1014 Fourth Avenue South * PORTLAND, ORE: United States National Bank Building 
HOUSTON, TEXAS: 601 Shell Building * HONOLULU, T. H: Dillingham Transportation Building 


CERTIFIED ON CHECKS... LAWRENCE ON WAREHOUSE RECEIPTS 
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IS THE PAPER PREFERRED BY 


BANKERS 


All bank stationery, regardless of its 
character, should be of sufficiently 
good quality to compliment the bank. 
Fine, dignified looking checks create 
a favorable impression and help sell 
the services of the bank. 


Hammermill Safety not only con- 
forms to allof the rigid and exacting 
requirements of check paper, but is 
known and respected by depositors 
because of their satisfactory experi- 
ences with other Hammermill Papers 
in their many business requirements. 


Bank Executives interested in using 
quality check paper will appreciate 
Hammermill Safety because of its 
uniformity in safety, strength, color, 
writing surface and moderate in cost. 


HAMMERMILL PAPER COMPANY 
Erie, Pa. 


This coupon will bring you by mail the 48-page 
— of Check Styles, on Hammermill Safety 
aper. 


(Attach this coupon to your bank letterhead, 
please.) 


to safeguard the efficiency of other vital 
parts of our economic structure, particu- 
larly the national banking system. 

To this end it has been suggested that 
so far as national banking associations 
are concerned, their taxation for social 
security purposes should be confined ex- 
clusively to the Federal Government 
and that policy should include all 
phases of administration of social secu- 
rity legislation affecting them. For 
administrative purposes either the So- 
cial Security Board or the Comptroller 
of the Currency would be the logical 
selection for control authority. 

On the other hand, if expediency 
should indicate granting powers to the 
states to tax national banks for social 
security, especially in the case of unem- 
ployment insurance on the ground of 
constitutionality, then in connection 
with the safeguarding against excessive 
or discriminatory state taxation, con- 
sideration should be given to the ex- 
tension of such policy to the Federal 
Reserve System as a whole. That is, 
state banking institutions which are 
members of the Federal Reserve Sys- 
tem should be classed with national 
banks for taxation under state social 
security laws and afforded the same 
protection. 

An indicated method for accomplish- 
ing such a plan is found in Senate Bill 
S. 4209, introduced by Senator Fletcher 
in the second session of the 74th Con- 
gress. This bill amending Section 5219 
of the Revised Statutes is designed to 
do away with the troublesome competi- 
tive moneyed capital comparison in the 
taxation of bank shares. By clause “5” 
it also adds a new condition upon the 
exercise of the state taxing power with 
respect to national banks, as follows: 

“5. As a further condition upon 

the exercise of the permission for the 
State taxation of national banking 
associations, their net income, shares, 
or dividends thereon, state banks or 
trust companies which are members 
of a Federal Reserve bank shall not 
be taxed at a greater rate than 
national banking associations, their 
net income, shares, or dividends 
thereon are taxed by the taxing state 
as provided by this section.” 

An exactly similar bill introduced by 
Senator Fletcher in the second session 
of the 73rd Congress (S. 2788) was duly 
reported from the Senate Committee 
on Banking and Currency March 20, 
1934. In the report by Senator Glass, 
accompanying S. 2788, the following 
statement with respect to new clause 
“5”, is pertinent: 

“Section 2 of the bill adds a new 

clause numbered 5, in section 5219, 


making as a further condition upon 
the exercise of the permission for 
state taxation of national banking 
associations, under the various alter. 
native methods, that state banking 
institutions which are members of the 


Federal Reserve System shall not be a 
taxed at a greater rate than national F 
banking associations may be taxed aot 
pursuant to such alternative meth. ban 
ods. The theory of this proposal is the fina 
constitutional power of Congress to J 
impose any conditions it deems bot 
proper in connection with the permis. eac 
sion to the states to tax a Federal r0 
instrumentality. It is a wholly reason- : ( 
able condition for the protection of tha 
the Federal Reserve System and its lea! 
development that when states desire tha 
to place upon state member banks a tra 
heavier burden of taxation than sor 
Congress permits in the case of na- mi 
tional banks, such states should not ab 
have the benefit of the grant with ba 
respect to the taxation of national mi 
banks.” ba 
The Federal Social Security Act as (a 
adopted is open to serious criticism to 
from many angles. The unemployment 
insurance feature is highly complicated ar 
and the invitation for state action will su 
lead to inadequately designed state th 
legislation. The Federal Social Security ve 
old-age insurance scheme covers only ol 
about half of those gainfully employed t} 
and benefits even a smaller percentage t} 
of all the people. Indeed, the plan as a a 


whole might well be carefully recon- 
sidered and essentially revamped in the 
light of further study. 


HOUSING 


Howard A. Gray is the new di- 
rector of the P.W.A. Housing 
Division 
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A Two-Sided 


Question 


To the Editor: 
HERE was a time when financial 
advertising men were charged with 
not knowing enough about banking, and 
bankers with not knowing enough about 
financial advertising. 

This depression has certainly sent 
both to school, and it is fair to say that 
each has learned a great deal about the 
problems of the other. 

On the other hand, there is a danger 
that the financial advertising man at 
least, may learn so much about banking 
that he will become inoculated with the 
traditional ultra-conservative virus of 
some bankers, who, it must be ad- 
mitted, have not yet learned enough 
about what the common man thinks of 
banks and banking. If one may be per- 
mitted a criticism of the average senior 
banking executive, it is that he has lost 
(and perhaps he never had) the common 
touch. 

His way of life and his daily routine 
are not calculated to add to his store of 
such knowledge. He usually drives to 
the office rather than ride in public con- 
veyances; he dines at a bankers’ club 
or some exclusive restaurant rather 
than mingling in the eating houses of 
the man on the street, and he tends to 
associate with his peers at fairly re- 
stricted gatherings rather than spend- 
ing what are known as “middle class 
evenings” at the movies where his ob- 
servations would give him a truer pic- 
ture of what is in the mass mind. 


CONSTRUCTIVE CRITICISM 
YOU may say that the interpretation 
of the public to the banker is the job of 
the financial advertising man and the 
latter will gladly accept the responsibil- 
ity, but his chief criticism is that the 
top bank executive listens tolerantly, if 
at all, and then usually follows the 
traditional banker’s course of conserva- 
tive silence which unfortunately is not 
always calculated to engender goodwill 
and public approval. 

The banker may be right in assuming 
that his most profitable business comes 
from his wealthier customers. But he 
should never overlook the fact that it is 
the rank and file of depositors who are 
influenced by the politicians and who 
are the ones who come to the polls on 
election day and vote for candidates 
and issues that determine the very ex- 
istence and future of private banking 
institutions. 

I. I. SPERLING 
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CORRESPONDENT SERVICE 


IN CANADA AND FOREIGN COUNTRIES 
for 
‘Banks in the United States 


THE ROYAL BANK OF CANADA is particularly equipped 
to serve the needs of American banks in the conduct of 
their foreign business, through its wide branch system in 
Canada, Latin America and overseas. 


The national and international banking facilities of this 
institution include — Trade Acceptances, Collections, 
Letters of Credit, Foreign Exchange, Remittances, Credit 
Information, etc. 


Over 600 branches in Canada, 72 offices in Cuba, Puerto 
Rico, British and French West Indies, Central and South 
America; branches in London, Paris, Barcelona. 


We invite your inquiry 


ROYAL BANK 


OF CANADA 
Head Office, Montreal, Canada 
New York Agency, 68 William Street 


BANK OF AMERICA 
WELCOMES THE 
BANKERS OF AMERICA 
TO CALIFORNIA 


on the occasion of the 
Annual Convention of the American 
Bankers Association 
at San Francisco 
September 21 to 24, 1936 


+ 


Our 446 branches in 274 California 
communities will be glad to extend 
you every courtesy 


MAIN OFFICES 
San Francisco: ... No. 1 Powell Street 


Los Angeles: . . . 660 South Spring Street 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 
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COLLECTION} 
FACILITIES 


ATE in its last session Congress 
passed, and President Roosevelt 
signed, the Robinson-Patman Act, 
amending and extending the provisions 
of the Clayton Act of 1914, under 
which the Federal Trade Commission, 
after extended hearings, had earlier this 


| year ordered the Goodyear Tire & Rub- 


ber Company to end price differentials 


| to Sears, Roebuck & Company. 


An analysis of the decision in its rela- 


| tion to the new Act is presented in a 


study by Edwin B. George, staff econo- 
mist of the Dun & Bradstreet research 
and statistical division. Mr. George’s 


| discussion, first published in the agency’s 


Monthly Review, now appears in pam- 


| phlet form with a foreword by Dr. 


as BIG as 
the Southwest} 


Willard L. Thorp, director of economic 


research, Dun & Bradstreet, Inc. 


The Goodyear decision, Dr. Thorp 
observes, while of unusual importance in 
its own right, “has been given a signifi- 
cance by the recent Robinson-Patman 
Act that is as wide as business itself.” 

“In that decision,” he continues, 


| “and throughout the long legal battle 


The Fort Worth Na- 
tional Bank has corre- 


| that preceded it, are packed many of the 


outstanding issues to which this last 


| minute legislation of the 74th Congress 


spondents in every sec- | 
tion of Texas and in the | 


surrounding states — an | 
area larger than all the 
New England and Mid- | 


dle Atlantic states. 


Save time — route your | 
items to The Fort Worth 
National Bank — your 
logical collection agency 
for the Southwest. 


Fort WORTH 
NATIONAL 


BANK 


Member of F. D. I. C. 


has given bold new form. 

“The Goodyear case could have been 
heard under the new Act as well as the 
old, without great change in either 
evidence or arguments. It is important 
to remember that all of the principles 
of the old Act on which this particular 
case was fought are reiterated and, in 


The New Clayton Act 


APPLICATION 


the opinion of Congress, strengthened 
in the new. 

“The new Act may be regarded as 
both a development and an extension 
of the Clayton Act. As a restatement of 
the latter, the legislative definition of 
what constitutes price discrimination is 
tightened and the provisions for en- 
forcement by the Government strength- 
ened; as an addition to it, both for their 
own sake and to increase the effective- 
ness of existing controls, regulation js 
extended over functional aspects of 
price heretofore left free, such as brok- 
erage and advertising allowances. 

“The differences in the first area— 
that lying essentially within the com- 
pass of the old law and in which the 
Goodyear case was involved—are dif- 
ferences largely of degree rather than of 
character. The old law said that discrim- 
ination must not lessen competition or 
tend to create a monopoly. So does the 
new. The new law, however, after duly 
reaffirming the general principle, pro- 
ceeds to expound it in personal and ex- 
plicit terms; competition must not be 
lessened between the individual seller 
and his competitors, or among his cus- 
tomers, or between his favored custom- 
ers and their competitors, or even among 
the customers of his favored competi- 
tors (in the latter two cases only when 
the favored customers know they are 
favored). 

“Under both laws, discrimination 
producing the above unfortunate results 
can be justified by lower costs of selling 


| The Federal Trade Commission has received numerous requests for rulings on 
and interpretations of the Robinson-Patman Act. Below, Commissioners Freer, 
Ayres, March, Ferguson, Davis 
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and transporting (the new Act adds 
manufacturing) to large buyers. Im- 

rtant qualifications in the new Act 
with respect to this cost test are that (1) 
it eliminates the troublesome provision 
appearing to recognize differences in 
quantity per se, i.e., regardless of dif- 
ferences in cost, as an excuse for un- 
limited discrimination, and (2) the 
Commission is now empowered to fix 
quantity limits regardless of demon- 
strated savings if big buyers are so few 
that the price advantage they enjoy be- 
comes unjustly discriminatory or mo- 
nopolistic.” 

“Under the new Act,” Dr. Thorp 
goes on to say, “the Federal Trade Com- 
mission still has to wrestle with relative 
costs and profits and make determina- 
tions of principle concerning them, be- 
fore it can decide whether the defense in 
a case of protested discrimination is ade- 


quate. It still must determine whether | 
competition has been substantially less- | 
ened or the price discrimination has | 


tended toward monopoly. It still has to 
distinguish between shaded grades and 
qualities of products in determining the 
application of the law. These were and 
will remain difficult questions. They lay 
at the heart of the Goodyear case. 


STUDY GOODYEAR CASE 


“AN understanding of the Goodyear 
case can be helpful to business men who, 
without being sure of its specific impli- 
cations for themselves, feel that their 
world has been shaken by the Robinson- 
Patman Act. It is a revelation of the in- 
direct control over operating details, 
even to bookkeeping details, that this 
law may exercise; of the exhaustive and 


PRICE DISCRIMINATION 


Representative Patman, one of the co- 

authors of the amended Clayton Act, is 

understood to favor further legislation 
along this line next year 


WIDE WORLD 
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intimate array of facts that must be sub- 
mitted in evidence in cases brought 
under it; and of the attitude of the Com- 
mission with respect to many of the na- 
tionally critical issues involved. Because 
of the universality of some of the prac- 
tices on trial, thousands of manufactur- 
ers and distributors may even feel a 
sense of illusion that established policies 
of their own were being argued rather 
than those of an unrelated industry.” 
Mr. George, in his study of the Good- 
year decision, suggests that “ thousands 
of manufacturers and distributors may 
be startled to learn that profound legal 
battles were waged over the legitimacy 


of certain odds and ends of practices 
that to them were commonplace and an 
unquestioned part of their whole busi- 
ness tradition.” The Goodyear case, he 
says, bristles with accounting tech- 
nicalities which by implication seem to 
call upon some types of business to re- 
vise their accounting procedures in 
minute detail. 

The economist believes that almost 
any manufacturer selling to two sizes of 
competing customers has been drawn 
within the shadow of intricate probléms 
by the Robinson-Patman Act and the 
parallel administrative formulae evolved 
in the Goodyear case. 


DETROIT, 


ESTABLISHED MARCH 24, 1933 
* 


RESOURCES EXCEED 
$375,000,000 


NATIONAL BANK 
OF DETROIT 


MICHIGAN 


Member Federal Deposit Insurance Corporation 


New England... 


Serving New England for 100 


years enables us to effectively 
assist out-of-town banks with 


their New England business. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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New Books 


A Period of Change 


THE DEVELOPMENT OF AMERICAN BUusI- 
NESS AND BANKING THOUGHT, 1913- 
1936. By Charles C. Chapman, S. J. 


that effected it. The author is professor 
of economic and constitutional history 
at Loyola University, New Orleans. 
Beginning with the reforms of Wood- 
row Wilson, he traces the “gradual but 
Longmans, Green and Company, 1936. dica] change” through 
315 pages. $2.50. and business philosophy passed in the 
Dr. Chapman’s object is to measure 20 years preceding the administration 
and analyze the change in the attitude of Franklin D. Roosevelt. 
of American business during the past One section of the book is devoted to 
two decades, and to isolate the elements the development of a central banking 


Our complete banking facilities in- 


sure out-of-town banks and bankers 


prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(Member Federal Deposit Insurance Corporation) 


philosophy in the United States—the 
origin, early history and structure of 
the Federal Reserve System, trends in 
credit theories and practices, and 
policies followed by the System espe- 
cially between 1922 and 1933. 

There are chapters on banking and 
monetary events of the Roosevelt Ad- 
ministration, the gold clause decisions 
and the Banking Act of 1935. The au- 
thor also surveys the general economic 
and social situation of early 1936. He 
doubts whether the goal of a new rela- 
tionship between Government and 
people has actually been attained, al- 
though progress toward it has been 
made. “But even if it has been reached,” 
he observes, “it must be remembered 
that it is one thing to obtain and an- 
other to hold.” 


America 


WHosE ConstiTuTIOn: AN Inoumry 
INTO THE GENERAL WELFARE. By Henry 
A. Wallace. Reynal & Hitchcock, 1936. 
336 pages. $1.75. 

HEtt Bent. By James P. War- 
burg. Doubleday Doran, 1936. 88 pages. 
50 cents. 

Sotp Out. By Isaac Lippincott. Ap- 
pleton-Century, 1936. 298 pages. $2. 
Your America: Its CONSTITUTION AND 
Irs Laws. By Benjamin Waite Blan- 
chard. Lippincott, 1936. $2. 


These four books have in common the 
fact that they are written about govern- 
ment and government affairs. The first 
three present critical analyses of modern 
or contemporary trends, obviously from 
different viewpoints, while Mr. Blan- 
chard publishes a book, largely factual, 
about civil government. 

Secretary Wallace resumes his con- 
sideration of new frontiers and methods 
of reaching them. The answer to the 
rhetorical question “Whose Constitu- 
tion?” is, of course, “the people’s”; the 
author believes the people are able to 
use their government as an instrument 
for justice and social welfare, and he 
looks for the placing of more emphasis 
on cooperation than on competition. As 
a background for his philosophy, Mr. 
Wallace sketches and interprets some of 
the outstanding events and major trends 
in our national history. 

Mr. Warburg’s book is a hard-hitting 
sequel to his Hell Bent for Election. It 
renews his criticism of the national Ad- 
ministration in the light of political 
events since last October and deals with 
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three “widespread convictions” which 
the author says are likely, “if not ex- 
ploded”, to re-elect Mr. Roosevelt. 

Dr. Lippincott, professor of econom- 
ics in Washington University, subtitles 
his book: “ An analysis of the New Deal 
for those who must pay for it.” In a 
vigorous criticism of Administration 
policies and practices he expresses the 
view that the country faces a decision 
as to whether free democratic institu- 
tions are to continue or whether some 
planned form of absolutism is coming. 

Mr. Blanchard walks on uncontrover- 
sial ground. He gives interesting infor- 
mation about the Government, dis- 
cusses the powers of its three major 
divisions, and reprints several of our 
national documents, including the Con- 
stitution and the Declaration. 


$200 a Month? 


THE TOWNSEND CRUSADE. Twentieth 
Century Fund, Inc., 1936. 93 pages. 
25 cents. 


The Committee on Old Age Security 
of the Twentieth Century Fund, Inc., 
here presents its final report on the 
Townsend Plan, concluding that none 
of the claims made for the plan are 
justified and that an attempt to put it 
into operation would aggravate gravely 
the ills which the plan seeks to cure. 
The pension scheme is not economi- 
cally possible without drastically lower- 
ing living standards of non-pensioners 
and without disrupting the nation’s 
economic machinery. The committee 
also finds that the transactions tax, pro- 
posed as a means of paying the plan’s 
pensions, would be wholly inadequate, 
impracticable and destructive. 


Business 


Our Business Lire. By Lloyd L. 
Jones. Gregg Publishing Company, 
1936. 660 pages. $1.50. 


This textbook provides helpful guid- 
ance for younger students, offering a 
vast amount of information about the 
business world and how it functions, and 
acquainting the reader with a practical 
outline of modern business practice. It 
presents practical problems of buying, 
selling, banking, investing, taxation, 
thrift, correspondence, business law and 
many other activities that will have a 
part in the student’s future life, even if 
he does not take up a business career. 
The book is liberally illustrated. Sup- 
plementing the text is a workbook con- 
taining 155 problems. 
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THE BEST BOND AND LEDGER 


PAPERS ARE MADE FROM RAGS 


NEENAH 
BUSINESS 
STATIONERY 


Includes a rag content bond and ledger for 
your every banking need. Manufactured by 
Neenah Paper Company, Neenah, Wisconsin. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 


CHICAGO 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations: 
of 
Banks and Trust Companies 
for 


Directors Committees 


NEW YORK 


WASHINGTON 


Market Place 


Stock ExcHANGE PROCEDURE. By 
Birl E. Shultz. Published by the New 
York Stock Exchange, 1936. 102 pages. 
$1. 


The material in this book has been 
used in the classroom and correspond- 
ent courses of the New York Stock Ex- 
change Institute, an organization through 
which employees of the Exchange and 
its member firms receive instruction in 
important phases of the security busi- 
ness. Dr. Shultz, the author, is the in- 
stitute’s dean. 


THE TEXAS CORPORATION 


by The Texas Corporation and its 


predecessor, The Texas Company 


A dividend of 25¢ per share or one per 


cent on par value, and an extra dividend 
of 25¢ per share or one per cent on par 
value, have been declared this day on the 
shares of The Texas Corporation, both 
dividends payable on October 1, 1936, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on September 4, 1936. The 
stock transfer books will remain open. 


C. E. Woopsrince 
Treasurer 


136tn Consecutive Dividend paid 


August 6, 1936 
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Crime and Punishment 


WHERE Do I Go From HERE? By 
Roger Benton, as told to Robert O. 
Ballou. Lee, Furman, Inc., 1936. 314 
pages. $3. 


“Roger Benton”, we are told, is the 
pseudonym of a famous living ex-con- 
vict—a forger—and this is the story of 
his life. Benton started his crime career 
at 22; it lasted for nearly 20 years and 
covered three terms for forgery in 
Louisiana state prison, Atlanta peni- 
tentiary and Sing Sing. Released about 
a year and a half ago, he is now en- 


deavoring to “go straight”, a purpose 
which he finds society is none too eager 
to help him realize. 

As a forger, Benton was highly suc- 
cessful, and innumerable banks in all 
parts of the country were his victims. 
He explains his methods of obtain- 
ing signatures, his various confidence 
schemes, and the mental processes that 
made and kept him a criminal for so 
long a time. He describes in some detail 
his prison experiences, especially those 
in a southern prison camp, and his 
efforts to keep ahead of the police 
agencies which, of course, always 
caught up with him. 
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RESOURCE OVE 


“Through the Years” 


Experience — Service — Friendliness 


st Rendering Correspondents every possible 
service, and handling every routine 
NA transaction promptly—are reasons the 
FIRST NATIONAL BANK in ST. LOUIS 
has so many pleasant relationships with 
bankers everywhere. 


FIRST NATIONAL BANK 
IN ST. LOUIS 


Member Federal Deposit Insurance Corporation 


R 200 Minit o 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide afhliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power and heat- 
ing equipment; GMC 
trucks; BEDFORD, 
VAUXHALL, OPEL, 
BLITZ—foreign made 
automotive vehicles. 


GEN] 


MOTORS 


INSTALMENT 
PLAN 


The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise. Capital employed 
is in excess of $80,000,000, 
supplemented principally by short 
term borrowings. 

In obtaining such short term 
accommodation, GMAC issues one 
standard form of note. This obliga- 

tion it offers to banks 
RAL and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 
EXECUTIVE OFFICE NEW YORK BRANCHES IN PRINCIPAL CITIES 


Lewis E. Lawes, warden of Sing Sin 
prison, writes a foreword in which he 
stresses society’s responsibility jn fa. 
cilitating the rehabilitation of the ex. 
convict who, like Benton, is seeking an 
honest livelihood. 


Northwest Conference 


PROCEEDINGS OF THE First ANNUAL 
PactFic NORTHWEST CONFERENCE on 
BANKING. Published by the State Col- 
lege of Washington, Pullman, Washing. 
ton, 1936. 109 pages. $1. 


Papers and discussions heard at this 
important gathering of bankers and 
economists appear in bound form with 
the imprint of the siate college’s 
Monthly Bulletin. The conference, held 
April 9-11, 1936, was sponsored by that 
institution’s School of Business Admin- 
istration. The states represented were 
Washington, Oregon, Idaho and Mon- 
tana. 

Subjects covered in the pamphlet in- 
clude: the Federal Reserve, recent bank- 
ing legislation, world currency prob- 
lems, potentialities for domestic infla- 
tion, interest rates, Canadian banking, 
and bank investments. There are papers 
by bankers and by members of the 
faculties of educational institutions in 
the Northwest, as well as a discussion 
of the Federal Reserve System and 
the Banking Act of 1935 by M. S. 
Szymcezak. 


Manuscript Prize 


A CASH prize of $1,000 for the best 
manuscript of an unpublished book on 
business ethics is offered by the William 
A. Vawter Foundation on Business 
Ethics in the School of Commerce of 
Northwestern University, Evanston, 
Illinois. The contest closes December 
31, 1937. 

“The book,” says the announcement 
of the prize, “must be concerned pri- 
marily with business ethics, and must 
make a contribution to knowledge or 
understanding of the subject. It may 
treat the subject from any of a number 
of different points of view, such as that 
of the philosopher chiefly interested in 
general principles, that of the business 
man confronted with particular prob- 
lems, that of the student of the economic 
order. It may, therefore, deal with gen- 
eral principles, with the problems of a 
specific trade or profession, or with par- 
ticular forms of business practice, such 
as price policy, labor problems, or gov- 
ernmental relations.” 
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Banking Institutions in the 
South Atlantic States 


HE South Atlantic States have now 

been included in the Census Bureau’s 
series on banking institutions. The 
states grouped under this heading are 
Delaware, Florida, Georgia, Maryland, 
North Carolina, South Carolina, Vir- 
ginia, West Virginia and the District 
of Columbia. 

During 1935 there were in operation 
in this part of the country 2,040 banks, 
of which 2,037 employed a total of 
19,889 persons, with an aggregate pay- 
roll during the year of more than 
$32,300,000. (From three state banks, 
one in South Carolina and two in West 
Virginia, no reports were obtained by 
the Bureau.) 

As in other parts of its banking in- 
stitution series, the Bureau of the Cen- 
sus includes here Federal Reserve 
banks, national and -state commercial 
banks, savings banks, trust companies, 
private banks, industrial and Morris 
Plan banks and joint stock land banks. 
Building and loan associations, Federal 
savings and loan associations and in- 
vestment banking institutions are not 
included. 

The 2,037 banks in this group of 
states include 62 in Delaware, 53 in the 
District of Columbia, 163 in Florida, 
372 in Georgia, 292 in Maryland, 338 
in North Carolina, 169 in South Caro- 
lina, 401 in Virginia and 187 in West 
Virginia. 


BRANCH AND UNIT BANKS 
SEPARATE statistics are given for unit 


and branch bank systems. For purposes | 7 


of this census, a branch bank is regarded 
as one of the banking offices of an or- 
ganization operating one or more banks 
or agencies in addition to the parent 
bank or main office; the number re- 
ported includes the main offices as well 
as the branch banks themselves. A unit 
bank is an organization with but one 
banking office, which may be independ- 
ently owned or may be a part of a 
group of banks operating under hold- 
ing-company ownership. Federal Re- 
serve branches and agencies are con- 
sidered as unit banks. 

Of these banking institutions, 1,561 
are unit banks and 476 are branch banks 
(including main offices of branch sys- 
tems). These 476 branch banks com- 
prise 135 branch banking organizations 
and constitute 23.4 per cent of the total 
of all banks. Their distribution appears 
in the following table: 
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Number of 

Branch Branches (incl. 

State Systems main offices) 
Delaware........... 7 20 
Dist. of Columbia... . 11 41 
Florida 6 
Georgia 36 
113 
North Carolina 125 
South Carolina 26 
Virginia 109 
West Virginia....... None — 
476 


Employment statistics include part- 
time and full-time employees on pay- 
rolls at the end of 1935, and also em- 
p'oyees in banks liquidated during the 
year. On this basis there were 19,889 
employees—5,552 executiveand salaried 
officers and 14,337 other employees. 
For all the banks the percentage of 
executives was 28 and of employees 72. 
In branch banks 18 per cent of all em- 
ployees are classified as executives and 
in unit banks 32.7 per cent. 

Assuming that the number of em- 
ployees reported at the end of the year 
represents employment for the entire 
year, the average annual salary paid to 
employees of all banks, including execu- 
tives, was $1,627. 

In unit banks the average, on the 
same assumption, was $1,603—execu- 
tives averaging $2,479 and other em- 
ployees $1,177. In branch banks the 
average was $1,678—executives $3,764 
and other employees $1,220. 


WE HAVE 
A CLIENT 


now the operating head of a 
prominent banking institution, an 
unusually well trained executive 
who is fully fitted by experience to 
be a ranking officer in any bank- 
ing or investment organization. 


Broad and varied industrial as: 
well as financial activities have 
given him a well rounded experi- 
ence. Is possessed of a strong 
personality, a pleasing approach 
and is fully capable of accom- 
plishing any task he undertakes. 


This party is desirous of making 
a change in his present connec- 
tions. Men prominent in the busi- 
ness and financial world speak 
well of him. 


If interested in a man of these at- 
tainments further information will 


be gladly furnished. 


TRADES ADVERTISING AGENCY 


180 Madison Avenue 
New York, N. Y. 


YOUR BOARD 


and the new developments 


This is a time when well informed directors are 
pillars of strength. BANKING has a group sub- 
scription plan, by means of which your bank can 
supply this magazine, each month, to all or 
selected members of your board. The cost is 
negligible. More than a thousand banks are 
making profitable use of it. 


Vase MEXICO CITY after 


yout Convention in Gan Francisco 


Enjoy a well needed rest amidst 

me the most pleasant surroundings A 
and modern comforts—yet in an 
entirely foreign atmosphere. 


Visit the famous Floating Gardens of Xochimilco— 
behold the ancient Mysterious Pyramids of the Sun 
and the Moon—stroll through the quaint streets of 
Colonial Puebla and picturesque Cuernavaca—see 
the beautiful cathedrals of Mexico, historic National 
Palace and the romantic Emperor Maximilian’s 
Chapultepec Castle—and don’t forget our charming 
by-ways like native Patzcuaro, Paradisiac Uruapan, 
fortress-like Oaxaca, Mitla and Monte Alban Ruins. 


We will be glad to plan an attractive 
itinerary for your trip upon request. 


INTEROCEANIC RAILWAY 
OF MEXICO 
205 West 34th Street 
New York City 


F. N. PUENTE, G. A. 
National Railways of Mexico 
Monadnock Building 
San Francisco, Cal. 


The illustration shows the Government Palace, Guadalajara 
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Success 


Is Easy 


By J. STANLEY BROWN 


INCE time began, men have been 
“ tempted to explain their own in- 
dividual lack of success—their 
own private weaknesses—by cynical re- 
treat to half-baked generalizations. For 
instance, someone has said that Sing 
Sing is entirely populated by innocent 
men; and any personnel officer knows 
that he has rarely discharged an em- 
ployee who admitted the action to be 
anything other than rank injustice. It is 
human nature to blame the other fellow 
for one’s own lack of success—often, 
even, for one’s own tangible errors of 
commission or omission. 

As a manifestation of the normal 
human law of compensation, this phe- 
nomenon is ordinarily to be excused 
and ignored. Occasionally, however, it 
must be dealt with; and never more so 
than when an employee curls back his 
upper lip and rids himself of that time- 
worn complaint: “In this outfit, it isn’t 
what you know, but whom you know, 
that counts!” 

Probably it would be impossible to 
find a business organization, some one 
of whose employees is not blatantly 
advertising this opinion of his own 
chances for advancement. And the ef- 
fect upon the younger employee, par- 
ticularly, is catastrophic—so much so 
that it is poor business to ignore the mal- 
content. He should either be taught the 
errors of his reasoning and observation, 
or tossed out of the organization as a 
rotten apple is tossed from the barrel. 

In my opinion, the average banker 
might better adopt the first of the above 
procedures. I think he would do well to 
answer this particular wise-crack by 
first admitting it to be a sound premise, 
and then developing its possibilities. 
Verbatim, and in the vernacular, a very 
good response would be: “ Young man, 
you’ve said a mouthful. It is true that 
whom you know is as important as what 
you know. But this is a free country. 
Why don’t you go out and make a few 


ones most likely to be last out of tent 
at reveille, first to their bunks after 
every drill, and last to volunteer for 
extra duty of any sort whatsoever. They 
scorned company games, or other regi- 
mental cooperative entertainment, hung 
back at every call for an application of 
extra energy. And this thought came to 
me: “How in Heaven’s name can the 
captain promote a buck private whom 
he has rarely ever seen and certainly 
never heard of—a man who has been 
only another name on the company 
roster? How could he, and why should 
he?” 

And now [I hear the cynic reply: “Do 
you mean to say that the good book- 
keeper, teller or credit man ought not 
to expect promotion unless he can also 
develop the gift of gab?” 

I mean no such thing. But I do mean 
that the good bookkeeper who has also 
developed the faculty for making friends 
is potentially a more valuable employee 
than an equally good bookkeeper whose 
gregarious propensities are those of the 
clam. I maintain that the first man has 
developed capabilities which the second 
has neglected; and that the second, 
rather than cry about the situation, had 
better accept it or take steps to meet 
his competition. 

I also maintain that this yardstick is 
no more cruel than the cruelty of Nature 
herself. In other words, I think this 
means that the employee is merely sub- 
jected in a minor way to conditions 
which his employer must meet in a major 
way. For instance, does a man place 


life insurance with a company he hag . 
never heard of? Can a butcher sel] meat 
without at least his name on the door 
front? Has any human being ever de. 
posited money, created a trust fund, or — 
executed a loan agreement with a bank _ 
he never heard of? 

The cynical employee apparently be 7 
lieves that the fellow he envies has some. 
how inherited his acquaintanceships, 
perhaps that they have simply de 
scended upon him as an act of God, | 
Whereas the truth is that the man witha 
broad acquaintance has had to work to 
get it, and sacrifice some personal con- 
venience to keep it. 

The writer once asked a young man 
of considerable promise to accept a 
committee assignment in our local 
chapter, A.I.B. The youngster’s refusal 
was abrupt and absolute. 

“T’m studying at the chapter,” he 
said, “but I’m not interested in any- 
thing else. I’m up there for just what I 
can get out of it.” 

Personally, I believe he was wrong. 
As in any other cooperative endeavor, 
he will get out of A.I.B. exactly what 
he puts into it. Whether he realized it 
or not, he rejected an opportunity to 
broaden his personal acquaintanceship. 
He voluntarily decided to stake his 
future on what he knew—not on whom 
he knew. And he will have no right, in 
future, to criticize the other fellow, who 
agreed to make the sacrifice necessary 
to render a chapter service and, at the 
same time, broaden his personal horizon. 

We get out of this world just about 
what we put into it. And, pretty gen- 
erally, the fellow whose success is based 
on whom he knows in addition to what 
he knows, has worked considerably 
harder and longer and more intelli- 
gently, than the other fellow who 
doesn’t want friends badly enough to 
make an investment in their cultivation. 


A. I. B. CONVENTION IN 1910 


In any gathering of the A. I. B. dating a few years back can be found a great 
many individuals who later became banking leaders 


friends for yourselfi—and for your 


bank?” 
My own conclusions about this mat- 
ter were reached in war days, when I 


heard a tentful of buck privates bitterly | 


criticize a recent promotion to corpo- 
ral’s chevrons. It struck me that the fel- 
lows who wailed the loudest were the 
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